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MEMBERS’ DAY

THURSDAY, MARCH 3, 2005

HOUSE OF REPRESENTATIVES,
COMMITTEE ON THE BUDGET,
Washington, DC.

The committee met, pursuant to call, at 2:30 p.m., in room 210,
Cannon House Office Building, Hon. Rob Portman presiding.

Members present: Representatives Portman, Conaway, McHenry,
Lungren, Cooper, Moore, Spratt, Cuellar, and Schwartz.

Mr. PORTMAN. Good afternoon everyone, and welcome to the
Budget Committee Members’ Day hearing. This is a hearing we
hold every year to hear from our colleagues. This hearing is di-
rected by the Budget Act, and its intent is to bring about a forum
in which Members can relay their priorities for their district, for
their State, and indeed for our country. We are pleased to have a
diverse group of Members from both sides of the aisle, and we look
forward to receiving their testimony.

[Prepared statements of Representatives Baca, Brown-Waite,
Carson, Davis of Tennessee, Ehlers, Gohmert, King of New York,
McDermott, Miller of California, Peterson of Minnesota, Price of
Georgia, Thompson of Mississippi, Weller, and Wolf follow:]

PREPARED STATEMENT OF HON. JOE BACA, A REPRESENTATIVE IN CONGRESS FROM
THE STATE OF CALIFORNIA

Chairman Nussle, Ranking Member Spratt, and Members of the Committee on
Budget, I am here today as the new Ranking Member of the Agriculture Sub-
committee on Departmental Operations, Oversight, Nutrition, Dairy and Forestry to
argue for significant changes to the President’s budget for fiscal year 2006.

There are many programs that will be adversely affected by this budget, but as
Ranking Member of the subcommittee with jurisdiction over the Food Stamp Pro-
gram—I am obliged to make the protection of that program my top budget priority.

At best, this budget is harmful to core agriculture programs. At worst, the polit-
ical maneuverings that are taking place to shift cuts from commodity programs to
key anti-hunger initiatives like the Food Stamp Program are unforgivable.

The Food Stamp Program is one of this nation’s most successful initiatives. Forty
years ago, this country was plagued by malnutrition and hunger, especially among
children.

Senators Bob Dole and George McGovern responded by creating a “vaccine”
against hunger in the form of a nationwide Food Stamp Program. Put simply, food
stamps keep America from experiencing the kind of severe hunger we still see in
much of the rest of the world.

In the United States, hunger and food insecurity affect 12.1 million households,
nearly 35 million individuals (12.5 percent of all Americans), and 13.1 million chil-
dren.

It’s true that many American families still struggle to pay their bills and have
enough money for the nutritious food they need. But without Food Stamps even
more families would struggle.

o))
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Mr. Chairman, this budget recommends structural changes that will affect the
way people qualify for the food stamp program, and these changes will take food
off the table for 300,000 American families.

Representatives Edwards, Hensarling, Cuellar, Sessions and Conway—the
changes to the food stamp program contained in the budget mean that, according
to some quick estimates, the State of Texas will lose $7.8 million in food stamp pay-
ments in FY07. This is an average of $243,250 per Congressional District.

Representatives Ryan and Kind—by rough estimates, the State of Wisconsin will
lose $905,000 in food stamp payments in FY07. This is an average of $113,000 per
Congressional District.

Representative McCotter—by rough estimate, the State of Michigan will lose $7.4
million in food stamp payments in FY07. This is an average of half a million per
Congressional District.

While these are just quick estimates and the number will certainly change, it is
an indisputable fact that this budget will hurt working class and poor families that
depend on food stamps to put food on the table. Please don’t let efficiency be used
as an excuse to endanger one of our country’s most effective programs to combat
the symptoms of poverty.

What’s more, the Food Stamp Program works better and better each year. The
fate of mistaken payments has been declining for 6 years and hit an all-time low
ast year.

This efficiency is due in part to the conversion from paper coupons to debit cards,
ordered by Congress in 1996. The new “electronic benefit” system now in place na-
tionwide means food stamps are more efficient, more accountable, and user-friendly
for consumers, grocers, and the government.

Food stamps have also been crucial during our nation’s ongoing recovery from eco-
nomic recession. Food stamps have been there for the greater numbers of people
who lost their jobs in recent years and are earning less.

Now, nearly 24 million people receive an average of $86 in grocery store credit
each month to purchase food. These Federal dollars are then quickly spent at gro-
cery stores, where they support local economic growth.

So, with all of this good news about Food Stamps, why are we talking about cut-
ting back one government program that’s working on so many levels? Cuts to such
an important program don’t make sense for three key reasons:

First, cutting food stamps will not cut the deficit. Food Stamps and the people
who depend on them did not create the deficit. Food stamp spending actually de-
creased in the late 1990’s.

Overall, we've seen only about 1 percent average annual growth for the cost of
the Food Stamp program for the past 10 years and less than 2 percent average an-
nual growth is projected for the next 10 years, according to the CBO.

These modest increases are due to more people needing help during hard times,
and more eligible people connecting with food stamps. The increases in food prices
play an important part as well.

Second, the cut the President has proposed targets working people with children—
precisely those people who are not receiving welfare and who are playing by the
rules, but still can’t afford to feed their families.

Third, food stamps took an almost 20 percent hit in benefits for families the last
time budget reconciliation instructions came our way. More than $28 billion was cut
over 7 years, during welfare reform in 1995 and 1996.

Since that time—thanks to collaborative leadership from both parties, from urban
and rural members, and from Congress and the White House—about one-third of
those cuts have been restored. Thankfully, Congress restored eligibility for immi-
grant children and legal permanent residents in the 2002 Farm Bill.

But, the bulk of those cuts continue to squeeze families and force them into the
impossible choice each month of either paying the rent, filling prescriptions, keeping
the lights on, or buying food.

Food stamps work to help American children, families, and seniors get the nutri-
tion they need to learn, work hard, and stay healthy.

Put simply, the Food Stamp Program is government at its best.

Food stamps work to help boost food spending, which in turn helps farmers, gro-
cers, and the entire food industry. And, food stamps work with minimal waste,
fraud, and abuse.

I urge this Committee to reject cuts to our nation’s #1 defense against hunger.
This is certainly a time of tough choices for our nation, but taking food from families
should not even be an option.

My message today is clear—any cuts, caps and other structural changes to the
Food Stamp program will be met with strongest opposition.



U.S. CONGRESS,
Washington, DC, March 2, 2005.

Hon. STEVE BUYER,
Chairman, Committee on Veterans’ Affairs, House of Representatives, Washington,

DcC.

DEAR MR. CHAIRMAN: I submit this letter to express my concerns regarding the

%){mmittee on Veterans’ Affairs recently proposed Budget Views and Estimates for
2006.

To be clear, there are several measures proposed by the Committee that I whole-
heartedly support. First, I commend the Committee’s endorsement of the Adminis-
tration’s proposal to eliminate co-pays for VA-provided hospice care. I strongly agree
with the Committee’s decision.

I am also pleased that the President’s proposed increase for prescription drug co-
pays was rejected. The Committee aptly recognized that a 100% increase in co-pays
would be too steep an increase for veterans. The Committee further rejected the
President’s proposed cuts to VA sponsored long-term care in State nursing homes.
VA reimbursement has been essential to State nursing home maintenance, and con-
sistently costs less than VA run facilities. This is a valuable program that deserves
the Committee’s continued support.

However, I cannot support the Committee’s proposal for an enrollment fee for Cat-
egory 7 and 8 veterans. The new four-tiered system will be a monetary barrier and
unnecessary burden to quality healthcare for veterans. Enrollment fees make VA
care more expensive without making it better. TRWARE recipients pay fees and are
guaranteed access to care, but veterans are being asked to pay enrollment with no
such promise. I fundamentally disagree with the position that we, as policy makers,
should be discouraging veterans from using the VA system. At the private meeting
we had, I suggested that if there is a moderate enrollment fee for veterans, they
should have improved access in return.

I am also displeased with the Committee’s decision to reject the Administration’s
proposal for reimbursement of veterans’ emergency care from non-VA facilities. Re-
imbursement of emergency fees encourages veterans to seek health care at the clos-
est facility, so they are treated immediately. If a veteran is eligible for VA care but
is closer to a non-VA hospital, reimbursement is a logical next step. Moreover, reim-
bursement can be a life or death matter for many veterans who need emergency
care from a closer hospital but can only afford VA care. Additionally, most ambu-
lance protocols require that in an emergency situation the patient must be taken
to the nearest hospital. Hospital-owned ambulances are further obligated under The
Emergency Treatment and Labor Act (EMTALA) to bring patients to the closest fa-
cility. Veterans should not be penalized with financial burdens for situations beyond
their control. Unfortunately, the Committee did not include this proposal in the
Views and Estimates and I cannot agree with this decision.

Finally, I am concerned that the Veterans’ Committee ignored my express dis-
approval of the proposed Views and Estimates. A Majority view was submitted to
the Budget Committee, despite the fact that my colleagues and I had no opportunity
to sign this proposal or even to vote on it. My staff expressed in no uncertain lan-
guage that I had no intention of signing the proposal until I had seen the final
version, and they were told that the document would be ready for my perusal by
5:30 pm on Wednesday, January 23. Instead, my office was notified of the finalized
proposal for the first time in a Committee press release.

I ask that you note for the record my disapproval with these specific points in
the Budget Views and Estimates. I look forward to working with the Committee in
the future, but hope that deliberations will be more inclusive.

Sincerely,
GINNY BROWN-WAITE,
Member of Congress.

PREPARED STATEMENT OF HON. JULIA CARSON, A REPRESENTATIVE IN CONGRESS
FROM THE STATE OF INDIANA

Thank you for the opportunity to address the Committee today in support of re-
storing funding for Amtrak in the Budget Resolution for Fiscal Year 2006. In recent
years Amtrak has demonstrated its continued value as a critical public resource un-
equivocally worthy of our Federal funds.

The past 3 years have been among the most successful in Amtrak’s 34-year his-
tory. Despite an overall downturn in the travel industry that has resulted in finan-
cial disaster for our airlines, Amtrak has been making great strides in efficiency
while becoming an increasingly popular choice for consumers. It remains a vital



4

component of our nation’s infrastructure, providing an invaluable public service un-
matched by other means of transportation.

Amtrak offers mobility to Americans living in small communities and areas with-
out access to other transportation options, servicing 106 cities that have no local ac-
cess to airports.

It provides transportation opportunities to low-income Americans and people with
disabilities across the country. About 42 percent of Amtrak users come from house-
holds earning less than $50,000 per year. An estimated 4 million Amtrak riders do
not own cars and would be stranded without Amtrak service.

Amtrak remains our most environmentally friendly form of long-distance trans-
portation. Passengers traveling by Amtrak save energy that would otherwise be ex-
pended through air and road travel, lowering fuel costs to consumers, reducing air
pollution, and easing the strain on our already dangerously overcrowded highways.

Since 2002, our rail system has gone through an exceptional period of financial
and operating stability. Amtrak has established new accounting and financial re-
porting systems, trimmed mail and express operations, truncated long-distance
routes, and cut expenses, while raising ridership and engaging in the large-scale re-
pair and restoration of an aged fleet. Last year the 640 employees of the Beech
Grove heavy maintenance facility in my district repaired and returned to service 15
wrecked Superliners and locomotives, and completed overhauls on 30 Superliners,
46 locomotives, 36 baggage cars, and 62 passenger cars.

Under the leadership of David Gunn, Amtrak employees continue to contribute to
the development of a necessary and increasingly viable alternative to air and road
travel. In the midst of an overall depressed travel industry, and in a year where
natural disasters in Florida, California and elsewhere disrupted long-distance serv-
ice, Amtrak has succeeded in cutting expenses while bringing rail ridership levels
to an unprecedented 25 million passengers. When airlines were grounded during the
tragedy of September 11, 2001, it was Amtrak that brought stranded Americans
home to their families.

When Amtrak was established by an act of Congress in 1970 to take over for the
money-losing private passenger rail systems in America, then-Secretary of Trans-
portation John Volpe predicted that Amtrak could turn a profit, but only if the Fed-
eral Government provided enough capital to produce high-speed trains in profitable
corridors. Yet according to the Congressional Research Service, Amtrak’s fastest
train, the Acela, averages 86 miles per hour in the New York to Washington cor-
ridor, only 6 mph faster than the Metroliner train that operated there before Am-
trak’s creation. Though we have known since its inception that further investment
is the only key to financial independence, Congress has consistently declined to fund
Amtrak at levels that would allow future self-sufficiency.

At the same time, Congress has proven more than willing to support other money-
losing transportation sectors, both public and private. Over Amtrak’s 34-year history
Congress has spent roughly $1.9 trillion on airline and highway transportation sub-
sidies, over 63 times the approximately $29 billion it has allocated to Amtrak. Rail
transportation funds generally account for a mere 1.6 percent of the yearly budget
of the Department of Transportation. Every component of our transportation infra-
structure has required significant Federal investment and each is dependent on the
security and operational support the Federal Government, but in contrast to our
aviation and highway systems, passenger rail has no specific dedicated fund for the
purposes of infrastructure development. This is a double standard that neglects to
take into consideration the disproportionate social, environmental, and other bene-
fits that rail transit provides to our nation.

The Amtrak Reform Council and the Department of Transportation Inspector
General have recognized $1.5 billion as the funding level required to keep Amtrak
financially viable. To fund Amtrak below this threshold would be reckless and irre-
sponsible. Without proper financial support, control of our railroads would be sur-
rendered to a bankruptcy trustee with legal responsibility to its creditors, not the
American public.

President David Gunn and the 22,000 employees of Amtrak continue to overcome
considerable obstacles to bring this public service to our nation. I can think of no
greater acknowledgement of their hard work and service to the American public
than to commit sufficient funding to realize the full promise and potential of Am-
trak. I thank the Committee for this opportunity and ask for its support of this crit-
ical component of our national infrastructure.



U.S. CONGRESS,
Washington, DC, March 3, 2005.

Hon. JiM NUSSLE,
Chairman, Committee on the Budget, House of Representatives, Washington, DC.

Hon. JOHN SPRATT, JR.,
Ranking Member, Committee on the Budget, House of Representatives, Washington,

DEAR CHAIRMAN NUSSLE AND RANKING MEMBER SPRATT: I am writing out of con-
cern that the Administration’s Fiscal Year 2006 Budget of the U.S. Government cuts
or eliminates several programs that are vital to my rural constituency in Ten-
gessee’s Fourth Congressional District, as well as rural areas throughout the United

tates.

I am extremely troubled by the Administration’s proposal to eliminate funding for
the Edward Byrne Justice Assistance Grant (EBJAG) in the Fiscal Year 2006 Budg-
et. The production and abuse of methamphetamine is a widespread problem in Ten-
nessee and is quickly becoming a major issue for America. The Drug Enforcement
Administration estimates for 2004 have Tennessee ranked third nationally for meth-
amphetamine arrests and seizures. Methamphetamine production and abuse de-
stroys lives, families, property, the surrounding environment, and is an incredible
burden on local communities and law enforcement officials. Now is the time to fight
this illicit drug, and all illegal substances head-on with increased man power and
funding. Drug task forces in my district and state rely heavily on EBJAG to fight
the local war on drugs. Eliminating this grant program gives the criminals an even
greater advantage over our communities and law enforcement offices. Such an elimi-
nation of this valuable grant program puts the future of our children, families, and
friends in grave danger. I believe this is completely unacceptable and ask the House
Budget Committee to restore EBJAG funding to the FY’04 level of $659.1 million.

Additionally, rural America has come to depend on the State and Local Homeland
Security Grants to keep local and volunteer fire departments, as well as local law
enforcement offices, functioning at full capacity. Without these grants many rural
communities would not be able to fully staff their fire and police departments or
provide them with updated equipment necessary to keep our communities safe. I
was very dismayed to see the President’s budget propose to cut this grant program
by $420 million. Congress should not leave rural America unprotected and unpre-
pared for day to day emergencies or future catastrophic attacks. It is my hope that
the House Budget Committee will realize the importance of these grants to rural
America and restore FY’06 funding for the State and Local Homeland Security
Grants to the FY’05 level of $3.985 billion.

Another primary concern is the Administration’s proposal to move the Community
Development Block Grant (CDBG) program from the Department of Housing and
Urban Development (HUD) to the Department of Commerce as part of the new
“Strengthening America’s Communities” (SAC) initiative. CDBG has been very ben-
eficial in my district and in over 3,000 rural communities as a part of HUD. In 2004
the town of Oneida, TN received $500,000 from the state of Tennessee through
CDBG for water and sewer infrastructure development. Without these crucial funds
the officials in Oneida would be forced to both raise taxes and utilities rates on an
economically distressed community. Such a scenario would be a job killer for the
town and greatly impede future economic development. That said, I request the
House Budget Committee leave CDBG as a part of HUD and fund the program at
the FY’05 level of $4.1 billion.

Veterans in my district are very apprehensive toward the proposed cuts to vet-
erans’ benefits. The President’s budget proposal calls for Priority Group 7 and 8 vet-
erans pay an annual enrollment fee of $250 and an increase in prescription drug
co-payments from $7 to $15 as part of their benefits. You may recall that the co-
pay amount for these veterans was recently increased from $2-$7 in 2000. The De-
partment of Veterans Affairs anticipates the new “out-of-pocket costs” will result in
1.1 million veterans choosing to leave the system. I ask the House Budget Com-
mittee to ignore this proposal, and additionally, to restore funding for state grants
for extended care facilities.

Finally, my constituents and I are concerned about several eliminations in the Ad-
ministration’s proposed budget for education programs. The cuts in vocational edu-
cation are particularly harmful for constituents in my district, many of whom are
not able to attend traditional 4 year institutions of higher learning. Vocational
training provides opportunities for employment in new and exciting fields that can
lead to rewarding careers. I am sure the House Budget Committee will take a hard
look at the Administration’s proposal to eliminate vocational education and inves-
tigate which programs are truly wasteful, and which are truly necessary for ensur-
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%ng rural Americans can continue to be a part of our country’s well trained work-
orce.
While I understand the necessity of paying back our deficit and working toward
a balanced budget, and commend the House Budget Committee on its efforts, I
think it is wrong to do so at the expense of those who have defended our nation
in times of war and those who have had the hardest lot in life. Veterans and the
good people who make up rural America are not second class citizens, and they
should not be treated as such in the President’s proposed Fiscal Year 2006 Budget
of the U.S. Government.
Sincerely,
LINCOLN DAVIS,
Member of Congress.

PREPARED STATEMENT OF HON. VERNON J. EHLERS, A REPRESENTATIVE IN CONGRESS
FROM THE STATE OF MICHIGAN

Thank you, Mr. Chairman, for the opportunity to testify as the Committee con-
siders a FY 2006 Budget Resolution. I know the Committee must weigh several
pressing national priorities as you prepare the FY 2006 Budget Resolution, includ-
ing the continuing war on terrorism, facilitating economic stimulus, and maintain-
ing fiscal responsibility.

Mr. Chairman, I very strongly support your determination to carefully scrutinize
all discretionary spending, including the proposed increases in defense and home-
land security funding, and to curb overall spending in this year’s Budget Resolution.
The Committee faces many difficult choices in order to balance these priorities, con-
trol the deficit and perhaps review our considerable mandatory and discretionary
spending commitments within this year’s austere budget environment.

In making these choices, we must not overlook the fact that scientific research
and development underpins our economic and national security. Scientific research
and development forms the foundation of increased innovation, economic vitality
and national security. Scientific research is an investment that promises, and has
historically delivered, significant returns on that investment. For the United States
to remain a prosperous country, it must maintain its technological leadership in the
world. As you begin the budget process, I strongly urge you to give high priority
to scientific research and development and math and science education.

For the past several years, research and development funding for defense, weap-
ons development and national security has increased while other areas of Federal
research and development, especially basic research in the physical sciences, has re-
mained flat or declined in real terms. The President’s FY 2006 request of $132.3
billion for research and development continues this trend.

While our focus on immediate threats is certainly warranted, it is necessary for
us also to consider longer-term threats to our national security. Basic research and
science education are essential to advances in medicine, military applications and
continued economic prosperity, including the development of cancer therapies, GPS-
or laser-guided missiles, and the Internet. The diversity of the basic science research
portfolio ensures discoveries that lay the foundation for biomedical advances and de-
fense. Researchers at NIH and DOD depend on research and the human capital de-
velopment that takes place at NSF to fuel their on-going work to improving the
health and safety of our country. As a nation, we cannot afford to starve basic
science research and education and need to make sure that we balance our funding
between the medical and physical sciences. Historically, our investment in physical
science research has been slipping, and our overall national investment in research
and development is at a rate much slower when compared to other growing econo-
mies. Furthermore, while appropriators have often met the President’s request for
biomedical funding, Congress has actually reduced the appropriated funds for phys-
ical sciences at NSF in recent years, compared to the request.

With this in mind, I urge you to make the basic research components of function
250 a top priority in the FY 2006 budget. I want to particularly emphasize several
basic science research and development programs that deserve Congress’ utmost at-
tention: the National Science Foundation, the National Institute of Standards and
Technology, the Department of Energy’s Office of Science, the National Aeronautics
and Space Administration, and math and science education.

The National Science Foundation’s FY 2006 budget request of $5.6 billion is a 2.4
percent increase over FY 2005 appropriations; however, it is $2.9 billion below the
authorized funding level necessary to complete the commitment Congress made to
double NSF funding in 2002. I continue to support this doubling commitment,
though I realize that in this austere budget environment it may not be immediately
possible to fulfill this obligation. The increase is also tempered by the transfer of
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funds for ice-breaking operations from the Coast Guard budget, resulting in a cor-
rected increase of 1.5 percent. Because NSF received a 3.1 percent ($180 million)
cut in FYO05, the overall request level for FY06 is approximately 1 percent below the
FY04 level.

NSF is the only Federal agency dedicated solely to supporting basic scientific re-
search. NSF funding accounts for one-fifth of all Federal support for basic research
and 40 percent of physical science research at academic institutions. Nearly 90 per-
cent of these awards are made through a competitive, merit-review process that en-
sures that excellent and innovative research is being supported. Furthermore, NSF
consistently receives the highest rating from OMB for the efficiency and excellence
of its programs.

The Foundation is also the primary Federal supporter of science and math edu-
cation; it underwrites the development of the next generation of scientists and engi-
neers. I am particularly concerned about the trend of the current budget request
that reduces the Education and Human Resources (EHR) budget at the Foundation
by more than $104 million, or 12 percent. This dramatic decrease is unparalleled
in other parts of the Federal science and technology portfolio, and, indeed other
parts of the total budget. Decreasing awards in education, or eliminating any new
awards entirely, seems very shortsighted when we are currently facing the chal-
lenge of adequately preparing our students to enter science and technology fields.
I have worked very hard to maintain the Math and Science Partnership program
at NSF, where grants are awarded on a peer-reviewed basis that complements the
strengths of a research-based organization. The FY 2006 request for the Math and
Science Partnerships of $60 million will only allow continued funding for the pro-
grams that were started in previous years, eliminating the future of an incredibly
important program to determine how our students learn the subjects of math and
science. I urge the Committee to provide NSF with the highest possible budget allo-
cation this year, including the EHR budget.

Much of the technology we use every day can be tied to research done by sci-
entists at the National Institute of Standards and Technology (NIST). For example,
work at NIST’s labs supports our nation’s efforts to improve cybersecurity, building
safety, and voting technology. NIST has a proven track record in research and de-
velopment on standards and measurement techniques that help U.S. industries be-
come more globally competitive and retain leadership in cutting-edge technologies.
The President’s FY 2006 request of $426 million for NIST’s labs is a 12 percent in-
crease over the levels enacted in FY 2005, and I appreciate that.

I am particularly pleased that the request includes $19 million in funding for an
Advanced Manufacturing research initiative. This initiative is aimed at speeding the
development of industrial applications of nanotechnology and streamlining manufac-
turing standards. It will help small and medium-sized manufacturers and has goals
very similar to the Manufacturing Technology Competitiveness Act which I passed
through the House last Congress.

However, I am very concerned about other manufacturing programs at NIST. The
President’s FY 2006 budget request cuts the Manufacturing Extension Partnership
(MEP) program by over 50 percent to $46.8 million. I have worked very hard over
the years to help my colleagues in Congress understand that MEP is vital to retain-
ing American competitiveness and American jobs, and I believe they appreciate the
value of this program. Yet each budget cycle the Administration proposes to signifi-
cantly cut this program, which the Department of Commerce itself recognized as a
valuable program in a 2004 report on manufacturing. Diminishing funding for MEP
will devastate small and medium-sized manufacturers and in the long run severely
hurt our competitive edge in the manufacturing sector. Furthermore, I continue to
support the Advanced Technology Program (ATP) and am disappointed that the Ad-
ministration has again included no funds for the program in the budget request.

The Department of Energy’s Office of Science funds 40 percent of our nation’s
physical science research. Research in these areas has led to many new economic
and medical advancements including, among others, new energy sources, the Inter-
net, cell phones and laser surgery. To maintain our economic, technical, and mili-
tary pre-eminence, the Federal Government must continue to support research in
these areas. The FY 2006 budget request for the Office of Science is $3.46 billion—
a decrease of almost 4 percent from the FY 2005 enacted level. I respectfully request
that the Committee provide the Office of Science with a budget that reflects the crit-
ical role that it plays in maintaining our economic and military pre-eminence.

The National Aeronautics and Space Administration (NASA) is an agency in tran-
sition. In order to align the agency with the President’s challenge to travel to the
moon and Mars, NASA has reorganized and streamlined its structure. The proposed
mission will be very costly and will pose significant technical obstacles that will only
be solved through basic research. Although NASA’s FY 2006 budget request of $16.5
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billion includes an increase of 2.4 percent, more than 40 percent of the budget will
fund the return to flight of the Space Shuttle and the International Space Station.
Because of the reorganization at the agency, it is difficult to compare from past
years, but essentially, NASA research and development would increase by 4.9 per-
cent to $11.5 billion due to the funds freed up by the Space Shuttle’s expected re-
turn to flight in the current year. This overall increase comes at a cost to basic sci-
entific research at NASA. In order to shift resources toward solar system explo-
ration and research and development focused on moon and Mars mission tech-
nologies, the budget request cuts aeronautics research by 6 percent, in addition to
steep cuts in environmental, biological, and physical sciences research. Also absent
from the budget is funding for the proposed repair mission to the Hubble space tele-
scope, an instrument which has greatly enriched and expanded our limits of sci-
entific discovery.

Basic science and engineering research underpin all of NASA’s major accomplish-
ments as well as many of the technologies you and I use everyday. Furthermore,
basic research at NASA will support the future exploration endeavor; if we reduce
basic research in the out-years, our astronauts will be working with outdated tech-
nology. I urge you to protect NASA’s future by supporting its basic research ac-
counts and making the function 250 budget a significant concern.

I realize that the fate of many of the programs I have highlighted in this testi-
mony lies not with you, but with the appropriations committee. While the budget
does not spell out exact funding for these programs, I believe that you can send a
strong signal about their importance to the appropriations committee by making
basic research funding in function 250 a top priority in the FY 2006 budget. Behind
your lead, I, along with many colleagues who also support science funding, will fight
for these programs throughout the budget process. When faced with the difficult
choices you must make this year, I urge you to remember that we cannot afford to
sacrifice the research and education which current and future generations need to
ensure their economic prosperity and domestic security.

Thank you again for allowing me to testify.

PREPARED STATEMENT OF HON. LOUIE GOHMERT, A REPRESENTATIVE IN CONGRESS
FROM THE STATE OF TEXAS

Mr. Chairman, thank you for allowing me to submit a statement today before you
and the other Members of the Budget Committee about my views on the fiscal year
2006 budget resolution.

As a fiscal conservative I am a strong proponent of a balanced Federal budget.
As you know, in fiscal year 1998, the Federal Government began operating in a sur-
plus environment for the first time since 1969. Those surpluses continued through
fiscal year 2001. Unfortunately, due to an economic recession and necessary in-
creases in military/homeland security spending after the September 11, 2001 ter-
rorist attacks, the Federal Government is now operating in a deficit spending envi-
ronment. I believe we need to work together to accomplish a balanced budget again
as soon as possible.

I would like to briefly highlight two areas of the budget that are of serious con-
cern: (1) the proposed cuts to and transfer of Community Development Block Grant
(CDBG) funding from the Department of Housing and Urban Development (HUD)
to the Commerce Department; and (2) the lack of funding for 2,000 Border Patrol
Agents to be hired this year as required by Public Law 108-458.

While I am in favor of eliminating wasteful spending, there are a number of do-
mestic programs that are quite efficient and essential to the livelihood of many low-
income Americans that create opportunity and advancement. The proposed budget
would greatly reduce the amount of CDBG program funding that have stimulated
the economy and helped real people. The proposed budget would cut the CDBG pro-
gram—the bulk of the community planning budget—by as much as 50 percent. Cer-
tain cities and counties in my district will be particularly hard-hit by these cuts.
A few examples are: Rusk County, which received $327,660(Non-entitlement) in fis-
cal year 2005, Marshall, which received $473,095 in fiscal year 2005, Nacogdoches
County, which received $250,000(Non-entitlement) in fiscal year 2005, and Lindale,
which received $365,000(Non-entitlement). These cities are making good use of this
money to energize and redevelop their cities and economy, and any significant re-
duction of funds could result in economic disaster for cities struggling to stay afloat.

Last year, Congress passed and the President signed the National Intelligence Re-
form Act of 2004. This bill requires 10,000 new Border Patrol Agents to be hired
over 5 years. The budget provides enough money for only 210 additional agents, fall-
ing dangerously short of the 2,000 agents that are required by law to be hired this
year. While I understand sacrifices must be made in order to achieve fiscal responsi-
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bility, this is also not an area where Congress can cut corners. I respectfully request
that the will of Congress be honored and full funding be restored.

We must fight to make permanent the tax relief measures that were enacted in
2001 which, as you know, ensures a healthy national economy, which, combined
with spending restraint, will help alleviate our national deficit. We should not jeop-
ardize the future of our children and grandchildren by either unwise spending or
unwise cuts. It is true cuts will need to be made; however, they should be made
where they do not devastate economies which also decreases tax revenues.

In conclusion, the best course to a balanced budget is through both economic
growth and spending discipline. This strategy will greatly assist my constituents of
the First District of Texas in stimulating the economy, creating more jobs, and al-
lowing Americans to keep more of their own money. I look forward to working with
you and the other Members of the Budget Committee in ensuring that Congress
moves toward achieving a balanced budget while allocating sufficient funding levels
to meet our domestic and international needs in those programs that are actually
providing a healthy return on the Federal Government’s investment.

U.S. CONGRESS,
Washington, DC, March 3, 2005.
Hon. JiM NUSSLE,
Chairman, Committee on the Budget, House of Representatives, Washington, DC.

CHAIRMAN NUSSLE: As the Budget Committee prepares the House budget resolu-
tion we are concerned by the proposed reductions to the Medicaid program. We ap-
preciate the opportunity to work with you to address our concerns.

New York State’s Medicaid program has over time developed to cover a wider
breath of individuals and “optional” services than most other states. Our state
serves a higher proportion of elderly and disabled beneficiaries than other states on
average. In fact, more than 25 percent of New York’s Medicaid recipients are elderly
or disabled, accounting for nearly two-thirds of programmatic spending. Virtually all
of these individuals are also Medicare recipients. At the same time, nearly half of
New York’s Medicaid recipients are children.

Despite the high number of Medicaid and Medicare beneficiaries in New York, our
state is home to approximately 3 million uninsured individuals. New York’s health
care delivery system is strained, as providers fulfill their mission to care for all.
New York hospitals and health systems alone provide $1.6 billion in uncompensated
care a year. For the sixth year in a row, over half of New York’s hospitals have lost
money providing care to patients.

We agree that reform of the Medicaid program should be addressed and rec-
ommend a deliberative policy driven discussion to develop reforms. Medicaid is more
than a budgetary issue. We support our colleague Representative Heather Wilson
(R-NM) in calling for the establishment of a bipartisan commission to study the
Medicaid program and make informed recommendations for its reform.

We urge the Budget Committee to refrain from proposing cuts to Medicaid spend-
ing at this time. We ask you further to protect Medicare program funding, as the
benefits of each program are increasingly dependent upon the other. Additionally,
we believe the new Medicare prescription drug program we all worked to establish
needs to be given a chance to work.

Sincerely,
PETER T. KING,
Member of Congress.

JAMES T. WALSH,
Member of Congress.

JOHN M. MCcHUGH,
Member of Congress.

SUE W. KELLY,
Member of Congress.

JOHN R. “RANDY” KUHL, JR.,
Member of Congress.

JOHN E. SWEENEY,
Member of Congress.
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PREPARED STATEMENT OF HON. JIM MCDERMOTT, A REPRESENTATIVE IN CONGRESS
FROM THE STATE OF WASHINGTON

Members of the Budget Committee, as a former member of the Committee, I have
a special interest in the crafting of the budget resolution. Today I would like to
share with you some brief thoughts on the Fiscal Year 2006 budget.

I guess the silver lining in all of this is that it seems that the President is finally
feeling political pressure to acknowledge the Federal Government’s ballooning def-
icit is a problem. Yet the President’s budget and his proposed solutions are a farce.

When President Bush was inaugurated in 2001, he inherited a $5.6 trillion sur-
plus over 10 years (2002—2011), as projected by the Congressional Budget Office
(CBO). At that time, CBO projected a $430 billion surplus for Fiscal Year 2005.
Since then, the fiscal health of the Federal Government has rapidly and alarmingly
deteriorated. Now President Bush and his own accountants have projected a $427
billion deficit for Fiscal Year 2005.

Not only is the $427 billion deficit a reversal of more than $850 billion from what
CBO anticipated the Federal treasury would be holding right now; the President’s
projection also severely underestimates the actual deficit the government will run
this year. The $427 billion projection does not include the $82 billion President Bush
recently requested for Iraq, Afghanistan, and tsunami aid; it does not include the
nearly $2 trillion that extending his tax cuts will cost over the next 10 years; it does
not include the $754 billion that his Social Security privatization plan would cost
over the next 10 years; and it assumes that Congress will go along with his draco-
nian cuts in domestic spending.

On the President’s chopping block are more than 150 domestic programs, includ-
ing funding for first responders; health care for children; the elderly and people with
disabilities; small businesses and manufacturers; vocational education; Amtrak; en-
vironmental protection; and after-school programs. To raise revenue, he proposes to
raise healthcare co-payments for veterans, to raise electric rates in the Northwest
and other areas from wholesale to market rates, and to drill in the Arctic National
Wildlife Refuge. Out of a $2.57 trillion budget, all of these mean-spirited domestic
cuts and revenue enhancements would save about a drop in the bucket.

To put the depth of the deficit problem in perspective, consider this: Even if the
President completely shut down all Federal Government functions except for Social
Security, Medicare, defense, and homeland security, the government would still run
a deficit of $75 billion, not including the $82 billion for Iraq or the costs of extending
the tax cuts and privatizing Social Security.

It is essential that Congress exercise fiscal discipline during the budget process.
We all know the drastic consequences that long-term deficits have on the economy,
including rising interest rates, and decreased capital investment and consumer
spending. I urge this Committee to take into account the debt-ridden state of the
Federal Government’s finances, and to resist this President’s misguided proposals.

U.S. CONGRESS,
Washington, DC, March 3, 2005.

Hon. JiIM NUSSLE,
Chairman, Committee on the Budget, House of Representatives, Washington, DC.

Hon. JOHN SPRATT, JR.,
Ranking Member, Committee on the Budget, House of Representatives, Washington,
DC.

DEAR CHAIRMAN NUSSLE AND RANKING MEMBER SPRATT: Thank you for this op-
portunity to submit testimony regarding the fiscal year 2006 budget resolution. I am
writing to urge you to restore funding to the Land and Water Conservation Fund
(LWCF). Reductions to LWCF would severely impact American families and chil-
dren that use close-to-home parks and open spaces for recreation and physical activ-
ity. At a time, when we have an obesity crisis, investing in recreation is an invest-
ment in America’s health. Furthermore, LWCF protects special places in our na-
tional wildlife refuges, parks, and forests, and preserves spaces for local commu-
nities.

The LWCEF, established in 1964, is one of the greatest tools we have to address
the increasingly severe problem of loss of open space, forests, and wildlife habitat
by providing funding for acquisition of lands. The state-side portion of the fund (ter-
minated in the Administration’s budget recommendations) provides wide-ranging
benefits by meeting citizens’ needs for recreation and physical activity. The fund
does so by acquiring land for recreation, developing new recreation facilities, and en-
hancing existing facilities.
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The results in 2004 certainly demonstrate the importance and need for continuing
and adequately funding the state-side LWCF:

¢ 572 local and state park and recreation areas were enhanced with grants, and
420 of the sites benefited from entirely new recreational facilities;

* 87 new parks and recreation areas were created, including picnic areas, fitness
trails, playing fields to accommodate youth participation in baseball, basketball,
football and soccer;

¢ 645 locations helped by LWCF encouraged active participation to strengthen the
health and vitality of Americans.

The President’s budget request also woefully under-funds the Federal acquisition
program for our national wildlife refuges, parks, forests, and monuments. The Nat-
ural Resources Inventory estimates 2.2 million acres are lost to development each
year; once lost, these lands can never be recovered. We must not lose our significant
national historical and cultural heritage.

When Congress created the Land and Water Conservation Fund, its intent was
to set aside $900 million in Federal funds for national and state parks, forests, and
wildlife areas. The funding supply for these places was to have come from a portion
of the proceeds of oil and gas leasing on publicly owned areas offshore.

The U.S. Treasury continues to divert these funds toward other Federal activities.
At the very least, I urge the Budget Committee to restore the state-side of LWCF
to $100 million and to provide adequate funds to purchase Federal projects as iden-
tified by the Department of the Interior and Agriculture.

The Federal Government must honor the provisions of the Land and Water Con-
servation Fund, and provide American families and children with an investment in
their future by providing an unparalleled national portfolio of federal, state, and
local parks and recreation spaces that are safe and accessible for all Americans.

Sincerely,
GEORGE MILLER,
Member of Congress.

PREPARED STATEMENT OF HON. COLLIN C. PETERSON, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF MINNESOTA

Chairman Nussle and Members of the Committee, thank you for holding this
hearing for Members to express their views on the Congressional Budget Resolution
for Fiscal Year 2006 that you will write in the coming weeks.

I refer you to the Additional Views and accompanying letter from a coalition of
agriculture, resource and conservation and nutrition interest groups that was sub-
mitted as part of the Committee on Agriculture’s Views and Estimates. I will draw
from these Views as part of my testimony.

First, I ask that your Committee recognize how fiscally sound the 2002 Farm Bill
has been. Following the enactment of the 1996 Farm Bill, Congress passed 4 years
of ad hoc emergency assistance totaling $26 billion to support farmers when prices
fell. The 2002 Farm Bill was designed to remove the need for such assistance by
structuring basic farm programs so that they aid farmers when need actually arises,
as well as making important investments in conservation, nutrition, trade, rural de-
velopment and energy programs.

The first 3 years of the 2002 Farm Bill. 2002—04, cost an average of $14 billion,
which was 40 percent less than program and emergency assistance provided in the
last 3 years of the 1996 Farm bill (1999-2001). Over the first 3 years, the 2002
Farm Bill has also cost $15 billion less than was originally estimated by the Con-
gressional Budget Office (CBO) at the time the Farm Bill was passed. The 2002
Farm Bill is designed to only pay out the assistance required to meet those levels
of support set in the statute.

Farm Bill mandatory spending has, in fact, been reduced by $650 million in FY
2004 and $1.4 billion in FY 2005 by limitations placed on conservation, rural devel-
opment, research, trade and energy programs in appropriations acts. The Presi-
dent’s FY 2006 Budget has proposed further reduction in these programs in addition
to proposed changes to commodity, crop insurance, forestry and nutrition programs.

Second, the United States is currently engaged in multilateral trade negotiations
that aspire to broadly open markets for U.S. agricultural products. Because of rel-
atively low U.S. tariffs on agricultural goods, the greatest assets our negotiators
have to offer are our domestic support programs. If Congress preemptively cuts do-
mestic farm programs prior to the successful conclusion of the WT'O Doha Round,
U.S. farmers are likely to receive lesser concessions on market access and govern-
ment support of competitors. That result could leave world market prices lower than
otherwise might occur and with a commensurate increase in Federal spending under
reduced levels of domestic support.
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Third, I must ask if spending reductions are even necessary for the Agriculture
Committee. The standard the President has set, cutting the deficit in half from FY
2004 to FY 2009, has already been met according to CBO’s January 2005 Baseline
Projections. These projections, which assume no new legislation, show the deficit de-
clining from $412 billion in FY 2004 to $197 billion (excluding extension of the 2005
emergency supplemental) projected for FY 2009.

Relative to the Administration’s 2004 Budget estimate of a $521 billion deficit,
CBO’s 2009 projection is 24 percent below the President’s target of $260 billion. As
a percent of GDP, CBO’s January 2005 Baseline deficit falls by more than half, from
3.6 percent of GDP in 2004 to 1.4 percent of GDP in 2009. By this standard, no
cuts in the Committee’s jurisdiction are necessary.

Fourth, and most importantly, The Farm Security and Rural Investment Act of
2002 is a contract with American agriculture that provides the stability that invest-
ment and capital planning require. Changes to the Farm Bill, such as those pro-
posed in the President’s budget, would cause deep reductions in farmer income sup-
port, as much as 48 percent as reported by Iowa State University for Iowa corn
growers. Most farmers operate on slim margins, and such changes would erase prof-
it margins for many producers.

Farm families rely on the Farm Bill to make plans and contractual obligations
for the future. Re-opening the Farm Bill’s safety-net provisions would create more
uncertainty for farmers who must already contend with market instability, unpre-
dictable weather, and variable supply costs. Interrupting U.S. farm policy at random
prevents farmers from being able to make long-term operation and investment deci-
sions and prudent risk management actions.

Congress should fulfill its contract with American agriculture and its conserva-
tion, nutrition, and rural development interests; its expiration in 2007 will be soon
enough to review and consider changes.

PREPARED STATEMENT OF HON. TOM PRICE, A REPRESENTATIVE IN CONGRESS FROM
THE STATE OF GEORGIA

Mr. Chairman, thank you very much for allowing me to submit this testimony to
the Budget Committee today. I completely favor the Committee’s efforts to balance
the Federal budget.

Winning the global war on terrorism should be the highest priority of the United
States. Maintaining and advancing our military capabilities is an essential goal for
the protection of Americans at home and abroad. The strength of our nation’s mili-
tary relies on unparalleled, technologically advanced equipment.

Assuring our air superiority requires that we continue to support the F/A-22
Raptor made by Lockheed Martin in Cobb County. It is the most advanced fighter,
and clearly no other fighter in the world can match the F/A-22 for quality and
speed. Without it, our nation’s defenses would soon be compromised. Yet, within the
Defense Department, advisors to the Secretary of Defense and the President inap-
propriately recommend cutting $30 billion over the next 6 years from the F/A-22
program.

The F/A-22 is the necessary successor to the F-15. Over thirty years ago the U.S.
Air Force began looking at plans to replace the F-15 fighter, an aircraft that served
our nation well. This process resulted in requests for an Advanced Tactical Fighter
in 1985, leading to the selection and orders for the F/A-22.

The apparent reason for this recommended cut was the erroneous perception that
there were no threats to American security that would render the F—15 unable to
ensure air superiority. However, recent studies reveal that the F-15 would lose 90
percent of the time during encounters with the newest generation of aircraft cur-
rently under development by potential enemies. With the F/A-22, however, we
would gain an era of dominance in the air against both ground and air-based
threats that would last well into the 21st century.

Finally, we all know that education and job training are vital components to our
workforce. Certainly, budget restraint and a sound fiscal policy are important. I
merely ask that any cuts to mandatory spending programs under reconciliation be
done in a responsible and fair manner.

PREPARED STATEMENT OF HON. BENNIE G. THOMPSON, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF MISSISSIPPI

Thank you for affording me the opportunity to address the Budget Committee on
some of my concerns about the budget as the Ranking Member of the House Com-
mittee on Homeland Security. As you prepare the budget resolution for Fiscal Year
(FY) 2006, I believe there will be a lot of work to do to correct the security gaps
created by the misplaced spending priorities in the President’s proposed budget.
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For example, the budget fails to fulfill numerous commitments made to the Bor-
der Patrol in the Intelligence Reform and Terrorism Prevention Act (P.L. 108-458),
which was just signed by the President in December. The risk of terrorists crossing
our southern border is one of the prime security gaps now, and the Border Patrol
is on the front line of trying to correct the problem.

Below is my overall analysis of the funding shortages in the budget, as well as
specific areas where the budget is wholly inadequate. I understand that the answer
to securing the homeland security cannot just be a “blank check,” but there are pri-
orities that we can focus on now to make America safer, protect our economy, and
prepare for the worst.

OVERALL SPENDING LEVELS

For FY 2006, the Department of Homeland Security (DHS) requests $40.1 billion
in total funding, representing a $48 million—or a one tenth of 1 percent—increase
relative to the FY 2005 level of $41.0 billion. After accounting for mandatory pro-
grams (such as the Coast Guard retirement fund, and disaster relief programs) and
certain fee-funded accounts (such as those used by the Bureau of Immigration and
Customs Enforcement for portions of their activities), the DHS’ total discretionary
request of $34.2 billion represents an increase of $2.2 billion, or 7 percent, increase
above current year funding. The majority of the $2.2 billion increase is due to a
$3.00 increase in the Aviation Security Passenger Fee, up to a total of a $5.00 in-
crease per trip, which is estimated to yield a $1.6 billion increase in revenues. If
all fee-funded programs are accounted for, DHS net discretionary request is $29.3
billion, representing a $343 million, or 1.2 percent increase, above the current year
level—less than the rate of inflation.

I support additional resources for the DHS above current year levels. However,
rectifying critical homeland security gaps that continue to exist throughout our na-
tion will, in part, require additional resources above what is requested in the Presi-
dent’s FY 2006 Budget. For example, since the tragedy of September 11, our na-
tion’s first responders still lack the resources they need to ensure they are properly
equipped and trained to protect our communities from a terrorist attack; radiation
portal monitors that can detect the presence of a weapon of mass destruction are
not yet installed at all ports of entry and related sites; robust air cargo systems are
not yet deployed nationwide that can detect the presence of dangerous materials,
and physical security at our nation’s ports is inadequate relative to the security
threats that exist.

While requested funds for FY 2006 will assist in closing these security gaps, no
less than an additional $6.1 billion above the FY 2006 President’s request (not in-
cluding the Coast Guard’s project Deepwater) will be necessary to ensure that our
homeland is as safe as it needs to be relative to the threats we face. If additional
funds for the acceleration of Project Deepwater are included, no less than $7.0 bil-
lion in additional resources is required.

THE ADMINISTRATION’S FISCAL POLICY AND HOMELAND SECURITY

While funding for homeland security has increased since the attacks of 9/11, the
issue is not whether such funding as risen—the issue is whether sufficient resources
have been devoted to homeland security since 9/11 to ensure that we are as safe
as we need to be. By this standard, the Administration continues to fall short in
its efforts to protect the country. Although the threat of renewed terrorist violence
against our country is real—a fact confirmed a few weeks ago by CIA Director Por-
ter Goss in testimony before Congress—the President’s budget request for the De-
partment of Homeland Security misses an opportunity to chart a new course to pro-
tect our homeland. Instead of tinkering at the margins, the Administration’s budget
should boldly boost funding levels for key DHS programs to provide a greater level
of protection for Americans. The failure to do so places all of our citizens in greater
jeopardy.

In part, the Administration’s misguided fiscal policies of the last 4 years have re-
sulted in resources being channeled to the wrong priorities and have frustrated ef-
forts to devote greater funds to homeland security. For example, last year the Ad-
ministration provided tax cuts to the wealthiest 1 percent of Americans (those earn-
ing more than $1 million a year) totaling about $90 billion—three times the amount
of discretionary funding devoted to the Department of Homeland Security. Such tax
cuts come at a time when the Council on Foreign Relations has estimated that our
nation’s first responders, alone, require upwards of $100 billion to satisfy their crit-
ical needs.! The President’s FY 2006 Budget proposes to continue its tax cut poli-
cies, which will result, in part, in a projected deficit of $427 billion for the current
fiscal year—the third year in a row that the deficit will reach a record level. While
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the Administration may take credit for increasing the homeland security discre-
tionary budget for next fiscal year by 7 percent—or $2.2 billion—relative to the cur-
rent year level, we will spend that amount in about 2 weeks in Iraq. While we must
keep faith with our military personnel serving in harm’s way overseas, we must also
keep faith with the men and women of the Homeland Security Department as they
serve on the front lines every day to protect us against terrorist and other threats.
We must ensure that they—and our collective homeland security effort—receive the
resources that are urgently needed to ensure the United States is as safe as it needs
to be. We must get our priorities right.

FIRST RESPONDER GRANT PROGRAMS

Office of State and Local Government Coordination (OSLGC)

The President’s fiscal year 2006 Budget request for OSLGC-administered grants
for our state and local first responders and related homeland security needs totals
$3.6 billion, representing a $420 million—or nearly 11 percent—decrease from the
amounts appropriated by Congress for fiscal year 2005. The President’s proposal
also seeks to increase the amount of discretionary grant funds to be distributed
based on threats and vulnerabilities. Specifically, the President’s Budget seeks to re-
duce the percentage guaranteed to each state as part of the State Homeland Secu-
rity Grant Program from 0.75 percent to 0.25 percent (the same percentage as cur-
rently guaranteed to all U.S. territories). Such a proposal is consistent with legisla-
tion supported by the Select Committee on Homeland Security, and enacted by the
House as part of H.R. 10, during the 108th Congress.

In aggregate, however, the proposed reductions for FY 2005 for first responder
funding, as compared to current year levels, are made at a time when outside expert
panels, such as one assembled by the Council on Foreign Relations, note that our
nation’s first responders still lack the training, equipment, and other support re-
quired to ensure that they are full prepared to prevent or respond effectively to any
possible terrorist attack. While significant resources have been devoted to first re-
sponders since September 11, there is a continuing need to increase their prepared-
ness. Despite Administration plans in Homeland Security Presidential Directive 8
(HSPD-8) to tie the budget request to an assessment of first responder needs,
HSPD-8 was not implemented in time for the budget submission, and funding levels
requested in the President’s budget do not reflect the actual needs of our nation’s
first responders. Given outstanding needs, I strongly believe that FY 2006 resources
for state and local grant programs should be increased above levels proposed in the
President’s FY 2006 Budget by at least $2.9 billion as described below.

The President’s fiscal year 2006 request for DHS state and local grants proposes
a number of changes to individual programs. Specifically:

¢ The President’s FY 2006 Budget proposes to reduce funding for the State Home-
land Security Grant Program by nearly $300 million below the current year level.
Such a decrease comes as the result of two actions: First, the FY 2006 requested
level includes an $80 million decrease relative to the current year level; second, the
President’s budget stipulates that no less than 20 percent—which amounts to $204
million—of funds for the FY 2006 State Homeland Security Grant Program must
be allocated for “terrorism prevention activities of law enforcement.” The latter ad-
justment is similar to the stipulation placed on the Urban Area Security Initiative
(see below), and is intended to offset the impact to law enforcement by the Presi-
dent’s proposal to completely eliminate in FY 2006 the Law Enforcement Terrorism
Prevention Grant program. Taken together, both adjustments will have the effect
of reducing the amount of grant funding for distribution to states and territories for
non-law enforcement-specific purposes by $284 million—a 26 percent decrease rel-
ative to the FY 2005 amount. For this reason, I support an increase in funding for
the State Homeland Security Grant Program to a level no lower than the FY 2005
enacted level of $1.1 billion.

¢ The President’s request also makes significant cuts to the Assistance to Fire-
fighters Grant Program (FIRE Grants). Specifically, the President’s Budget requests
$500 million, representing a cut of $215 million—or 30 percent—relative to the cur-
rent year level. The FIRE Grant program was created before September 11 by Con-
gress in order to meet basic, critical needs of the firefighting community, which a
December 2002 study by the U.S. Fire Administration and the National Fire Protec-
tion Association found to be significant. Also, unlike the enacted FY 2005 amount,
the President’s FY 2006 Budget does not include any specific funding for the SAFER
(Staffing for Adequate Fire and Emergency Response) program to reach the goal of
hiring 10,000 new fire fighters and help communities attain 24-hour staffing to pro-
vide increased protection against fire and related hazards. The SAFER Act author-
izes $7.7 billion over a 7-year period, to include $1 billion for FY 2006. For these
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reasons, I support an increase in funding for the FIRE grant program to a level no

lower than the fully authorized amount of $750 million. Consistent with congres-

Zional intent, an additional $1 billion is needed to support the goals of the SAFER
ct.

¢ The enhancement and acquisition of interoperable communications systems re-
main a critical need for the first responder community. However, the President’s FY
2006 Budget requests no specific funds for grants to enhance interoperability, and
eliminates the relatively modest $20 million for interoperability as part of DHS’
Technical Assistance Program (similarly, the President’s FY 2006 request for the
Justice Department proposes to eliminate $99 million for COPS Interoperable Com-
munications Technology Grants). Additional funding to increase interoperability
among our nation’s first responders is urgently needed. In June 1998, the Public
Safety Wireless Network program estimated that replacing communications systems
nationwide to achieve interoperability could cost as much as $18.3 billion.2 The
Council on Foreign Relations has reported that, in virtually every major city and
county in the United States, no interoperable communications system exists to sup-
port police, fire departments, and response personnel at all levels of government
during a major emergency,3 and that a minimum, $6.8 billion over 5 years would
be necessary to ensure dependable, interoperable communications for first respond-
ers.* For these reasons, I support a dedicated down payment of at least $500 million
in FY 2006 for first responder interoperability purposes.

e The President’s FY 2006 Budget proposes to eliminate the Law Enforcement
Terrorism Prevention Grants, currently funded at $400 million, as a separate grant
program. Instead, grants to support terrorism-related law enforcement efforts will
be funded as part of the State Homeland Security Grant program and the Urban
Area Security Initiative regional grant program. While the Democrats fully supports
the needs of law enforcement at the state and local level to prevent, prepare for,
and respond to a terrorist attack, we believe that law enforcement officials should
not have to compete for grant funds with—and at the potential expense of—other
first responder entities. For this reason, I support funding for a dedicated Law En-
forcement Terrorism Prevention Grant program at a level no lower than $400 mil-
ion.

¢ The President’s FY 2006 Budget also proposes to reduce funding for the Emer-
gency Management Performance Grant program by $10 million—or nearly 6 per-
cent—relative to the current year level. A March 2002 survey by the National Emer-
gency Management Association found that an additional 5,212 local emergency man-
agement positions are needed, with 3,960, or 76 percent, of those positions being
fulltime directors needed to manage the programs. For this reason, I support fund-
ing for the Emergency Management Performance Grant to a level no lower than the
enacted FY 2005 level of $180 million.

¢ The President’s FY 2006 Budget proposes to consolidate FY 2005 sector-specific
grants for port security, rail and transit security, trucking security, and intercity
bus security into one $600 million Targeted Infrastructure Protection grant program
for next fiscal year. I have two concerns with the Administration’s proposal: First,
this grant program would force many critical infrastructure sectors to compete
against one another for scarce resources, increasing the likelihood that these sectors
will receive less funding than last year. On a related note, requesting the new Tar-
geted Infrastructure Protection program as part of DHS’ Urban Area Security Initia-
tive raises the concern that funding for critical infrastructure improvements will not
be channeled to non-urban area environments. Second, the Administration’s $600
million request is woefully inadequate, especially given that port and rail systems
have billions of dollars in funding needs. For example, to date, ports will receive
$715 million in security grant funding, yet this amount is $410 million short of ini-
tial estimated needs and $4.7 billion short of the Coast Guard’s $5.4 billion overall
estimate of what owners and operators of port facilities believe will be needed to
make themselves secure against a terrorist attack. Similarly, outstanding public rail
and public transit needs total nearly $3 billion. I support grant programs that take
advantage of the sector-specific expertise that exists, or is being developed, within
the Department. Additionally, if the targeted infrastructure program is enacted as
requested, I believe that additional resources for port and rail security totaling $1.6
billion above the President’s request for FY 2006 will be required.

¢ The FY 2006 President’s Budget—similar to last year’s proposal—includes no
funding for the Metropolitan Medical Response System (MMRS). The primary focus
of the MMRS, which was conceived after the 1995 terrorist release of sarin nerve
gas in a Tokyo subway, is to develop or enhance existing emergency preparedness
systems to effectively respond to a public health crisis, particularly an event involv-
ing a weapon of mass destruction (including a so-called “dirty bomb” which dis-
perses harmful radiation). Through MMRS-sponsored preparation and coordination,
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local law enforcement, fire, hazardous material, emergency medical service, hospital,
public health, and other first responder personnel plan will be more effective in re-
sponding in the first 48 hours to a public health crisis. Currently 125 municipal au-
thorities in 43 states benefit from the program. I am not convinced that, consistent
with the President’s Budget, the goals of the MMRS program will be better sup-
ported by other, less specific, terrorism grant programs, and believes that the pro-
1gram should be funded at a level no less than the current year amount of $30 mil-
ion.

DEPARTMENTAL OPERATIONS

The FY 2006 President’s Budget requests $665 for Department Management and
Operations, representing a $140 million—or 27 percent increase—above the FY 2005
enacted level. The requested amount includes nearly $50 million to support the es-
tablishment of a DHS nationwide regional structure; $26 million for continued de-
velopment of the Department’s headquarters in Washington, D.C., and $53 million
for DHS’ human resource system initiative, dubbed “MAX HR,” which will imple-
ment the Department’s new personnel system that is slated to begin implementation
later this year. It should be noted that DHS’ concept of a future regional structure
is not yet mature, nor has it been formally approved by DHS leadership, thus call-
ing into question whether funds will be needed as requested in the President’s budg-
et. Regarding DHS’ new personnel system, I remain concerned that it will erode the
collective bargaining and employee appeal rights that have long protected govern-
ment employees against unfair or arbitrary management practices, and replace the
well-established civil service compensation program with a new, untested “pay for
performance” system. I will continue to give close attention to this issue, and be-
lieves that the $53 million in requested funds would be better allocated to rectify
specific homeland security gaps.

OFFICE OF THE INSPECTOR GENERAL

The FY 2006 President’s Budget requests $83 million for the Office of the Inspec-
tor General (OIG), representing barely a 1-percent increase above the FY 2005 en-
acted level (less than the rate of inflation). Requested resources will be used to sup-
port a staff of 540 employees, most of who will be engaged in audits, inspections,
and investigations of various Departmental programs and activities. Given the vital
importance of the Inspector General’s office in probing and identifying programmatic
inefficiencies and general waste, fraud, and abuse in a Department that encom-
passes over 180,000 employees for the benefit of Congress and DHS’ leadership, I
am concerned that additional resources may be needed above the level requested by
the President to fully support the OIG’s work.

BORDER AND TRANSPORTATION SECURITY

Office of the Under Secretary for Border and Transportation Security; United States
Visitor and Immigrant Status Indicator Technology (US-VISIT)

The President requests $390 million for the US-VISIT program for next fiscal
year, an increase of approximately $50 million above the current year level. I con-
tinue to have concerns about the overall development and long-term vision of the
US-VISIT program. Additionally, I remain concerned about the continued reliance
of the US-VISIT system on rapidly aging Immigration and Naturalization Service
(INS) legacy systems. I want to emphasize the need for continued oversight of the
program, especially in such areas as the total future cost of the system, contractor
performance, the effectiveness of US-VISIT as a counterterrorism tool, and the pro-
gram’s impact on the free flow of commerce at our nation’s borders.

NEXUS/SENTRI

The FY 2006 Budget requests $21 million for the NEXUS and SENTRI (Secure
Electronic Network for Travelers Rapid Network) programs. Both NEXUS and
SENTRI are “pre-enrollment” frequent traveler screening programs designed to ex-
pedite border crossings for those individuals identified as posing a low risk of ter-
rorism. I am concerned that the $21 million allocated for NEXUS and SENTRI may
be insufficient to adequately fund enrollment centers in major population centers
away from the border and to provide necessary maintenance for the technology used
for the programs. Additionally, higher levels of funding may be needed above the
President’s request to promote greater participation in both programs, which would
create the advantage of allowing border inspectors to devote more time to screen
travelers judged to be “high risk.” For this reason, I will continue to exercise close
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oversight over the performance of, and resource levels for, the NEXUS and SENTRI
programs.

OFFICE OF SCREENING COORDINATION AND OPERATIONS

The Department’s FY 2006 proposal seeks to establish an Office of Screening Co-
ordination and Operations (SCO) to coordinate, consolidate, and streamline various
screening programs to facilitate both security and travel. I look forward to assessing
precisely how the SCO will operate, DHS’ rationale regarding which programs will
be included as part of the new office, and how those programs will be managed.

As part of this effort, the Department of Homeland Security proposes to shift the
US-VISIT program into this new office, along with several other Transportation Se-
curity Administration (TSA) or Customs and Border Protection (CBP) efforts. The
Department seeks to exercise its existing authority to collect fees next fiscal year
totaling $321 million to fully recover the costs of the Secure Flight, Transportation
Worker Identification Credential, Hazardous Material Drivers’ License Endorse-
ment, and the Alien Flight School Check programs. The new SCO office, or other
appropriate entity in DHS, will likely need additional amounts made available for
implementation of the new law enforcement officer travel credential, as mandated
by the Intelligence Reform and Terrorism Prevention Act of 2004. Additionally, as

art of the request for the new SCO office, the FY 2006 President’s budget seeks
§81 million for the Secure Flight program. The Department of Homeland Security
Appropriations Act for 2005 (Public Law 108-334 § 522) prohibits TSA from deploy-
ing or implementing the Secure Flight program until the system is certified to meet
a number of requirements as set forth by the Government Accountability Office
(GAO). The GAO has not yet issued a report on Secure Flight, but has commented
to Minority staff of the Homeland Security Committee that notable obstacles remain
before the program can proceed. Given GAO’s report, I question whether Secure
Flight will be sufficiently developed by next fiscal year to require all of the resources
requested for it within the President’s FY 2006 budget.

CUSTOMS AND BORDER PROTECTION (CBP)

Construction

The President’s FY 2006 Budget requests $93.4 million to maintain and construct
CBP facilities nationwide. The President’s budget makes clear that the entire con-
struction budget is for the Border Patrol and not for our nation’s ports-of-entry.
While I support the infrastructure needs of a rapidly growing Border Patrol, we are
concerned that the request will not meet the Border Patrol’s current needs nor will
it meet the needs of the workforce authorized in the Intelligence Reform and Ter-
rorism Prevention Act of 2004. Additionally, providing border security without in-
hibiting trade requires a substantial investment in border infrastructure. This is es-
pecially true at our land ports of entry. While the General Services Administration
is responsible for construction at our nation’s ports of entry, CBP involvement is
critical as will be the new Office of Screening Coordination and Operations. Layouts
of inspection plazas, space limitations, limited number of inspection booths and
lanes all affect the flow of traffic. Clogged borders with large traffic backups put
pressure on inspectors to cut corners, thus reducing overall levels of security. The
need for additional infrastructure investments is especially necessary given the im-
plementation of US-VISIT and various pre-enrollment programs to separate high
from low risk travelers. In a June, 2000 report, the former U.S. Customs Service
estimated that an additional $784 million was needed to improve infrastructure and
technology at our nation’s ports of entry. Given that this estimate was made before
the attacks of 9/11, it did not take into account all of the current security-related
costs that are now needed. Additionally, it did not include the costs of infrastructure
needed to process travelers and goods leaving, as opposed to entering, the country.
I believe that at least at additional $1 billion is urgently needed above the level re-
quested by the President for border construction needs.

CBP Personnel

The President’s FY 2006 Budget requests $4.7 billion for CBP salaries and ex-
penses, an increase of $197 million above the current year level to fund, in part,
CBP personnel. Such personnel are critical in our national effort to prevent terror-
ists from gaining entry to the United States or using transportation and commercial
supply chain systems to help carry out a terrorist attack. I am concerned, however,
that several specific resource levels included in the FY 2006 Budget will be insuffi-
cient:

¢ Border Patrol: The Intelligence Reform and Terrorism Prevention Act of 2004
authorized 2,000 additional Border Patrol personnel annually for deployment along
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the U.S. northern and southern border from FY 2006-2010. The President’s FY
2006 Budget provides funding for only 210—or 1,790 Border Patrol agents short of
Congressional intent. I understand that the 210 new agents will replace those from
the southern border who have been relocated to the northern border. Resource levels
included in the President’s FY 2006 Budget will also not result in the necessary
Border Patrol personnel required to reach levels authorized in the 2001 PATRIOT
Act and the 2002 Enhanced Border Security and Visa Entry Reform Act. Currently,
DHS is 728 Border Patrol agents short of the mandates in the latter two bills. If
the 9/11 bill authorization levels are taken into consideration, the President’s budget
should fund 2,728 Border Patrol agents for FY 2006, which would result in over
13,500 agents defending our nation’s borders. I believe that, at a minimum, an addi-
tional $87 million is necessary above the President’s request to satisfy the Border
Patrol level for next fiscal year included in the 9/11 reform bill. If all congressional
mandates are to be honored, an additional $135 million would be needed above the
President’s request.

* C-TPAT/CSI: The President’s request includes an additional $8 million to pay
for supply chain security validations of companies who participate in the Customs
Trade Partnership Against Terrorism (C-TPAT) program. I am concerned that the
Administration’s request may not fix the personnel shortages associated with C-
TPAT. C-TPAT membership has nearly doubled over the last year while the level
of supply chain specialist has remained the same. This means that, without addi-
tional personnel, security validations will take years to complete. Simultaneously,
lower than optimal personnel levels will allow companies to receive the benefit of
reduced security inspections without ensuring they meet their security responsibil-
ities. The FY 2006 Budget also includes funding for an additional 14 positions in
support of DHS’ Container Security Initiative (CSI). While such an increase is a
positive development, and mindful of past resource increases, I am concerned that
it may not be sufficient to ensure effective implementation of the CSI program. The
amount of new CSI inspectors, and their deployment schedule at overseas foreign
ports, will need to be monitored closely to ensure that, in light of the program’s
goals, robust examination of cargo at foreign ports occurs before it travels to the
United States. I will work to ensure sufficient resources are devoted to both pro-
grams.

Non-Intrusive Inspection Technology

The President’s FY 2006 Budget requests $125 million for the development, pur-
chase, and installation of radiation portal monitors at our nation’s major border
crossings. Such portals are a type of non-intrusive inspection (NII) technology that
can be used to detect the presence of radiological materials that could comprise a
weapon of mass destruction. The $125 million would complete the installation of
portal monitors on the southern border and 10 percent of air cargo facilities at inter-
national airports. Requested funds are in addition to the $279 million previously
provided by Congress to install portals at our 22 largest sea ports, major northern
border crossings, and international mail facilities. However, even if FY 2006 re-
quested funds for NII technology are provided, I understand that CBP will still re-
quire an additional $92 million above the President’s request (for a total of $496
million) to ensure that—consistent with its own plan—portal monitors are installed
at air cargo facilities, rail border crossings, and smaller ports of entry. Additionally,
no funds are requested in the FY 2006 for handheld isotope identifiers which iden-
tify the type of radiation present in a container, or additional VACIS machines
which use x-rays to provide an image of the contents of a shipping container. I be-
lieve it is unacceptable for NII technology to be lacking at our ports of entry and
other critical infrastructure sites over 3 years since September 11, and strongly sup-
ports additional resources of at least $92 million above the FY 2006 request to cor-
rect this deficiency.

Immigration and Customs Enforcement

The President’s FY 2006 Budget requests $4.4 billion for Immigration and Cus-
toms Enforcement (ICE), representing a $519 million, or 13 percent, increase above
the FY 2005 amount. However, $94 million—or nearly 20 percent—of the increase
is dedicated to existing programs which are being shifted to ICE from other agen-
cies. The continuing financial management problems at ICE, along with the ongoing
baseline review of its budget, make it difficult to know with any precision whether
the requested amount for next fiscal year will be adequate to support ICE’s myriad
missions. I remain concerned that ICE’s financial problems will not be fully resolved
until FY 2007 at the earliest, adversely effecting operations in the meantime. I will
continue to monitor ICE’s financial health closely to ensure it has the resources
needed to perform its vital work.
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ICE Inspectors

The Intelligence Reform and Terrorism Prevention Act of 2004 authorized 800 ad-
ditional ICE investigators annually from FY 2006-2010 to investigate immigration
violations. The President’s FY 2006 Budget provides funding for only 152 new inves-
tigators—or 648 investigators short of Congressional intent. I estimate that an addi-
tional $61 million above the President’s request would be needed to satisfy the FY
2006 personnel level included in the Intelligence Reform and Terrorism Prevention
Act of 2004.

Detention and Removal Operations (DRO)

For next fiscal year, the President’s budget includes approximately $1.7 billion for
Detention and Removal Operations (DRO), including $90 million for additional bed
space to incarcerate removable aliens. According to the Department of Homeland
Security, the requested $90 million translates to 1,920 new beds—6,080 beds short
of the amount included in the Intelligence Reform and Terrorism Prevention Act of
2004. T am concerned that DRO may not be able to accommodate its current bed
space needs; if additional funds are not provided in FY 2005 to correct this shortfall,
much, if not all, of the proposed FY 2006 increase could be consumed by higher costs
resulting in no new bed space. If DRO receives sufficient additional funds in FY
2005 to meet its current needs, then bringing the President’s request up to the lev-
els authorized in the Intelligence Reform and Terrorism Prevention Act of 2004
would require an additional $285 million above the level requested by the President.

Federal Air Marshals

The President’s FY 2006 Budget includes $689 million for the Federal Air Mar-
shal Service (FAMS) within the Bureau of Immigration and Customs Enforcement,
an increase of $25.9 million over the FY 2005 enacted level. I support increased re-
sources for FAMS, but believe that an additional $39.1 million is necessary for the
Air Marshal Service to retain and hire sufficient personnel to fully reach authorized
levels and ensure appropriate flight coverage.

TRANSPORTATION SECURITY ADMINISTRATION

The President’s FY 2006 Budget includes $5.6 billion for the Transportation Secu-
rity Administration (TSA), representing a net increase of $156 million over the cur-
rent year level. The Department requests that the majority of TSA’s FY 2006 budg-
et—$ 4.1 billion, or nearly 75 percent—will be offset through the collection of pas-
senger security and air carrier fees. Nearly 85 percent of TSA’s request directly in-
volves personnel and equipment costs for airport screening of passengers and bag-
gage, with an additional 14 percent supporting aviation needs. Less than 1 percent
of TSA’s FY 2006 request is for surface transportation security efforts.

Passenger Fee Increase

Of significant note in the President’s FY 2006 Budget request is a proposal to in-
crease the aviation security fee placed on passenger tickets by $3.00, to a maximum
of $8.00. The Administration estimates that this increase will provide TSA with an
additional $1.6 billion in revenue, for a total of $3.8 billion. Additionally, $350 mil-
lion is proposed in the budget to be paid to TSA by air carriers, which would bring
total fee-funded revenue to $4.1 billion—or 91 percent of the cost of providing avia-
tion security screening. I am concerned that an increase in the fee levied on air tick-
ets will have significant detrimental effects on the aviation industry, potentially re-
sulting in the end of operations for multiple air carriers. More fundamentally, I be-
lieve that the cost of providing for aviation security in the post 9/11 environment
should be financed primarily by the Federal Government, as opposed to passing this
cost on to consumers in the form of an additional “tax” on airline tickets. I do not
believe the President’s Budget proposal is acceptable, and maintain that additional
Federal funds, most likely in the form of discretionary appropriations, should be de-
voted to TSA in lieu of the proposed passenger security fee increase.

Aviation Screeners

I am concerned that the current legislative mandate to limit TSA screeners to no
more than 45,000 may be having a detrimental effect on aviation security, given the
resulting staffing imbalances and shortfalls that exist at some of our nation’s air-
ports. I expect that TSA will soon complete its study of the number of screeners that
are needed to fully implement security regulations at every airport, consistent with
the Intelligence Reform and Terrorism Prevention Act of 2004 and the Congress
should provide the appropriate level of resources needed to support the number of
screeners determined necessary.
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Private Aviation Screening

The President’s FY 2006 Budget request continues funding for the five airports
involved in the Private Screening Program (PP5) but does not include segregated
funds for additional airports opting out of TSA screening under the Screening Part-
nership Program (SPP). I understand that TSA intends to fund screening costs for
any SPP airports out of funds requested for TSA screener airports, and approves
of this approach until more information is available on the number of SPP airports.

Explosives Detection System (EDS)[Explosives Trace Detection (ETD) Installation

The President’s FY 2006 budget requests $367 million in discretionary appropria-
tions, to be complemented by $250 million form the Aviation Security Capital Fund,
for a total of $617 million for EDS/ETD purchase, installation, and maintenance at
airports nationwide. This total is $33 million less than both the full amount made
available to TSA for the current year, and the fully authorized amount for EDS in-
stallation as a result of the Intelligence Reform and Terrorism Prevention Act of
2004. Of the total amount, $241 million will be devoted to reimburse nine airports
through eight Letters of Intent (LOI) for EDS/ETD equipment at a 75 percent reim-
bursement level for large airports. It should be noted that airports may require up
to $4 billion to install in-line EDS technology to protect the traveling public, and
that additional resources above the level requested by the President are urgently
needed—in part to save money in the long run. Regarding the nine airports that
are currently covered by LOIs, the Government Accountability Office has noted that,
“According to TSA’s analysis, in-line EDS systems would reduce by 78 percent the
number of T'SA baggage screeners and supervisors required to screen checked bag-
gage at these nine airports, from 6,645 to 1,477.”5 For these reasons, I recommend
funding for EDS installation to a level no lower than the fully authorized amount
of $650 million.

Air Cargo Security

The President requests $40 million for air cargo security, representing no change
from the current year level and $160 million less than the fully authorized amount
in the Intelligence Reform and Terrorism Prevention Act of 2004. I feel that such
funding levels need to be revisited, given persistent threats to aviation security. I
believe that TSA should take steps to ensure that 100 percent of air cargo is in-
spected and that security verifications for all companies participating in the “known
shipper” program are completed. Given that the proposed FY 2005 budget does not
provide sufficient resources for either of these goals, I strongly recommend funding
for air cargo security efforts at a level no lower than the fully authorized amount
of $200 million.

UNITED STATES COAST GUARD

The President’s FY 2005 Budget requests $966 million for the Integrated Deep-
water program, a $242 million increase over the current year level. The Deepwater
program is designed to replace the Coast Guard’s antiquated fleet of cutters and air-
craft. Many of these assets are reaching the end of their service life and, as a result,
suffer major mechanical casualties. These casualties have hampered the Coast
Guard’s ability to perform its vital homeland security and law enforcement missions.
The FY 2006 request will modestly accelerate completion of the program from ap-
proximately 22 to 20 years. However, I am concerned that completing the Deep-
water program in 20 years is too long to wait in light of the Coast Guard’s signifi-
cant homeland security missions. I believe that the Deepwater program should be
accelerated to be completed in 10 years, and that an additional $926 million to the
Coast Guard’s budget above the level of the President’s request to achieve this objec-
tive. While this represents a large increase, such an acceleration would not only out-
fit the Coast Guard with a modern fleet of cutters and aircraft, but, as I understand
it, would also results in $4 billion in savings over the life of the program.

SCIENCE AND TECHNOLOGY

The President’s FY 2006 Budget requests $1.37 billion for the Science and Tech-
nology Directorate of DHS. I am pleased that the request reflects a consolidation
throughout DHS of research and development activities within the Directorate and
expects that this reprogramming will yield cost efficiencies and technology
leveraging in the coming years.

MAN-PORTABLE AIR DEFENSE (MANPAD) SYSTEMS

The Minority notes the increase in the President’s FY 2006 Budget request for
the counter-MANPADs program to $110 million, an increase of $49 million. The Mi-



21

nority recognizes that the program is entering more costly development and testing
stages, and—consistent with the program’s current mandate to protect the American
public against MANPAD systems—strongly urges the Department to provide to
Congress an operational feasibility study for counter-MANPADs technology.

AVIATION SECURITY-RELATED RESEARCH & DEVELOPMENT

The Minority notes that the Intelligence Reform and Terrorism Prevention Act of
2004 authorizes $470 million for specific aviation security-related research and de-
velopment (R&D) programs, to include: $100 million for air cargo research and de-
velopment (R&D) work, $250 million for aviation portal monitors for the detection
of biological, radiological, chemical, and explosive materials, $100 million for R&D
efforts to support improved explosive detection systems, and $20 million to support
the development of advanced biometric technology applications for aviation security.
Unfortunately, however, the President’s FY 2006 Budget only includes $52 million
within DHS’ Science and Technology Directorate to fund these critical efforts—$418
short of amounts included in the 9/11 bill. Consistent with congressional intent, I
recommend an additional $418 million to fund aviation security-related R&D efforts.

BIOLOGICAL COUNTERMEASURES AND AGRICULTURAL DEFENSE

The FY 2006 budget for the Department includes $362 million for research, devel-
opment, testing, and evaluation of several biological countermeasures, including:
support for threat awareness and risk assessment of biothreats ($46 million); detec-
tion systems for aerosolized bioagents ($109 million); automated sample collection
technologies ($82 million); and development of animal vaccines and next-generation
diagnostics for foreign animal diseases ($87 million). The President’s FY 2006 budg-
et for the Department also includes $23 million to establish a new National Bio and
Agrodefense Facility to strengthen detection and response capabilities to the inten-
tional introduction of high consequence biological threats, such those targeted
against animal livestock or the nation’s food supply. Total funding for design and
construction of the new Facility is estimated at $451 million for FY 2006-2010.
While I applaud the Administration’s recognition of the importance of detecting and
preventing a bioterror attack, it notes that the total amount of funding requested
for biological countermeasures is $35.4 million—or nearly 9 percent—below the FY
2005 enacted level. I will continue to exercise close oversight of the activities de-
signed to boost capabilities to detect and respond to an attack using biological
pathogens, including those pathogens used to attack crops or livestock, and rec-
ommends funding to a level no lower than the FY 2005 amount of $375 million.

INFORMATION ANALYSIS AND INFRASTRUCTURE PROTECTION

The FY 2006 President’s Budget requests $873 million for the Department’s Infor-
mation Analysis and Infrastructure Protection (IAIP) Directorate, representing a
$20.5 million, or 2 percent, decrease relative to the current year level. Funds are
requested for TATP Management and Administration, and Assessments and Evalua-
tion.

ASSESSMENT & EVALUATIONS

The FY 2006 President’s Budget requests $669 million for the Assessment and
Evaluations account, representing a $92 million—or 12 percent—decrease relative
to the current year level. The overall reduction is due, in part, to the transfer of
$50 million for Buffer Zone Protection Plans as part of the Administration’s Tar-
geted Infrastructure Protection grant program within the Office of State and Local
Government Coordination, and $41.5 million to the DHS S&T Directorate for critical
infrastructure emerging technology pilot projects. I note that an additional $6 mil-
lion is requested for the Department’s cyber security activities above the current
year level of $67 million, which will aid in greater computer security preparedness
and response to cyber attacks and incidents. Additionally, I am pleased with the $11
million requested for IAIP’s National Biosurveillance Integration System, designed
to improve the Federal Government’s capability to rapidly identify and characterize
a potential bioterrorist attack through the integration of information from other
Federal agencies, such as the Department of Agriculture and the Centers for Dis-
ease Control. Overall, however, I will continue to exercise close scrutiny over the
resource levels of the assessment and evaluation efforts of IAIP given its critical
functions, in part, to complete a comprehensive National Critical Infrastructure
Plan, consistent with Homeland Security Presidential Directive 7, and the creation
of an associated national asset database.
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MANAGEMENT AND ADMINISTRATION

The President’s FY 2006 Budget requests $204 million for the Management and
Administration account of the Information Analysis and Infrastructure Protection
(IAIP) Directorate, representing a $72 million, or 55 percent, increase over the FY
2005 level. Increases include $38 million for facilities enhancements to allow the
TAIP workforce to function in a secure work environment (this is in addition to $26
million requested for enhancements to DHS’ Homeland Security Operations Center);
$19 million for the Homeland Security Data Network, and $11 million to hire 146
new information analysis, infrastructure vulnerability analysis, and cyber security
operations. I want to emphasize the need for continued oversight in this important
area of the DHS budget.
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PREPARED STATEMENT OF HON. JERRY WELLER, A REPRESENTATIVE IN CONGRESS
FROM THE STATE OF ILLINOIS

Mr. Chairman, thank you for the opportunity to submit my testimony to the
House Budget Committee regarding the President’s proposed FY 2006 budget.

Mr. Chairman, our country continues to face challenges in the industry and man-
ufacturing fields. Jobs are being lost overseas and many of our skilled worker will
be retiring in the coming years leaving a critical shortage of qualified domestic ap-
plicants who possess the skills to operate in a multifaceted, technologically inte-
grated environment.

Illinois educators and businesses are concerned with the President’s FY 06 budget
for education, and the proposed cuts to Career and Technical Education (CTE) fund-
ed under the Carl Perkins Act. As the Committee is well aware, this essential pro-
gram has been zeroed out. The approximately $1.3 billion program supports career
and technical education for high school and community college programs that lead
to employment in high tech and high demand occupations such as health care, com-
puter-related, manufacturing and business. Nationally, only 23 percent of careers
require a BA/BS or above according to United States Department of Labor (USDOL)
data. Students in CTE programs are the “pipeline” for business, industry and labor’s
needed workers. The CTE Federal budget leverages state dollars by its matching re-
quirements, so that Illinois will lose not only the Federal CTE funds, but the cor-
ollary state funds as well. Federal education budget funds for Career and Technical
Education should be increased or at the very minimum retained at current levels.

Research shows that Career and Technical Education (CTE) complements other
Federal education legislation, particularly the No Child Left Behind Act goals for
high school graduation and increased academic achievement. In Illinois, 95 percent
of CTE concentrators graduate. Additionally, CTE reduces dropouts, promotes high-
er attendance rates, and a recent Chicago Public School System study (Nov. 2004)
shows that attendance rates, graduation rates and academic achievement in Chicago
Public Schools increased in direct proportion to the number of CTE courses taken.
National studies show 80 percent of CTE students complete the same number and
type of science and math credits as their peers who take the academic program only.
In math-enhanced CTE programs, students score as well or better in geometry and
algebra 2; 60 percent of these go on to college (half of these in pre-baccalaureate
technical programs).

Career and technical education represents a necessary and successful avenue for
students to be prepared for the working world and find meaningful employment. In
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Illinois, CTE program data shows that 60 percent of Illinois students took at least
one CTE course and that 95 percent of students who complete two or more CTE
courses graduate. Finally, 52 percent of CTE students enroll in college after high
school. It should also be noted that 38 percent of community college enrollments are
CTE students.

Eliminating career and technical education funding will gravely harm the ability
of the United States to remain competitive in the global market and will seriously
hinder the success of students unable to attend a traditional 4-year college or uni-
versity.

I urge the Committee and the Congress to fully fund CTE programs and continue
our commitment to all forms of education.

PREPARED STATEMENT OF HON. FRANK R. WOLF, A REPRESENTATIVE IN CONGRESS
FROM THE STATE OF VIRGINIA

Mr. Chairman, thank you for the opportunity to submit a statement as the House
Budget Committee meets to consider the House Budget Resolution for fiscal year
2006.

I urge your support for pay parity between military and civilian employees. There
is no reason for either Congress of the Administration to support adjusting military
and civilian pay by different amounts. It is only equitable that both military and
civilian employees receive the same pay increase this year recommended at 3.1 per-
cent in the President’s budget.

As a former Federal employee, I am keenly aware of the invaluable contributions
Federal employees make to our country. As we make decisions on the budget resolu-
tion, I believe we must ensure that our Federal workforce is treated with fairness
and respect.

The Pentagon stated in the proposed regulations for the new National Security
Personnel System that “NSPS is essential to the department’s efforts to create an
environment in which the total force, uniformed personnel and civilians, think and
operates as one cohesive unit.” What kind of message does it send to those civilians
if they receive disparate pay increases from their military colleagues?

A uniform pay increase is necessary to recruit and retain professional employees
at a time when many Federal employees are eligible for retirement and new per-
sonnel systems are being implemented. The Federal Government is the nation’s
largest employer. We need to attract and retain the best and brightest for Federal
service. What kind of message does it send to the Federal workforce about the jobs
they do when we say fairness isn’t a part of their pay plan?

Since 9/11 it has become ever more vital to have a thriving civil service. Now
more than ever in our nation’s history we must take action that reflects the con-
tributions both our civilian and military employees are making—in the war on ter-
rorism and as well as the daily operations of the Federal Government in providing
the services upon which every American relies.

¢ Federal employees are on the front lines of the war against terror.

The first American to die in Afghanistan was a CIA agent from my district.
Federal employees died in the terrorist attacks of September 11.

Federal employees are in Iraq helping the Iraqi people to build a free nation.
Throughout the world, America’s civil servants are serving our government and
our people, often in dangerous locations.

How can we tell them we will not give them a fair and equitable pay raise that
recognizes their hard work, dedication, and sacrifice?

Closer to home, Federal employees are performing duties that deserve recognition
with a pay raise equal to that provided for the military.

What do we tell the Federal employees who are cancer researchers at NIH? My
parents died of cancer. We all know of individuals and families struck by cancer and
other illnesses.

Don’t we want to be able to recruit and keep researchers at places like NIH to
improve health care and save lives? Pay parity is essential to allow places like NIH
to be able to bring on board renown experts to find cures and treatment for diseases
which touch everyone.

What do we tell Federal employees who are FBI agents? When a child is kid-
naped, FBI agents are there to help find the missing child and bring the kidnappers
to justice.

What do we tell the Federal employees who work to answer questions about Social
Security benefits for our nation’s seniors?

What do we tell border patrol agents, DEA agents, Federal prison guards, U.S.
en})bassy staff, nurses at veterans hospitals, space center engineers, and the list goes
on?
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We are asking Federal employees to take on more and more responsibility every
day. They are on the ground in the war on terrorism overseas and at home.

Immigration officials are working to keep those who wish us harm out of our
country. FBI agents are investigating terrorists’ cells, and TSA agents are screening
passengers and baggage at airports. They are all playing a vital role in keeping us
safe and deserve to be treated with respect and fairness.

Providing a pay raise for Federal employees that is equal to a pay raise for mili-
tary employees does not increase the budget. Agencies manage pay increases
through their regular budgets.

Congress has traditionally provided pay parity for America’s military and civilian
Federal employees. We have a long tradition in the Congress of recognizing the val-
uable contributions of our Federal employees in both the military service and in the
civil service by providing fair and equitable pay adjustments. This is not the time
to shirk our duty to the civil service.

Mr. PORTMAN. Welcome, Mr. Petri.

I would like to turn to Mr. Spratt to see if he has any opening
comments for this afternoon.

Mr. SPRATT. Mr. Chairman, we look forward to the testimony of
all of our colleagues. And I might simply say the temperature in
the room should not be interpreted to mean we are giving you a
chilly reception.

Mr. PETRI. You are cutting the heating bill a little?

Mr. PORTMAN. Mr. Petri will give us some good input. To our col-
league, the floor is yours for 10 minutes.

STATEMENT OF THE HON. THOMAS E. PETRI, A REPRESENTA-
TIVE IN CONGRESS FROM THE STATE OF WISCONSIN

Mr. PETRI. Thank you very much. And I am testifying on behalf
of the Transportation and Infrastructure Committee, and I know I
speak for my chairman, Don Young. Thank you for extending him,
me and the committee this courtesy.

Enactment of H.R. 3, the Transportation Equity Act (TEA): A
Legacy For Users, continues to be our committee’s highest legisla-
tive priority for the upcoming year. Recently the committee unani-
mously approved its Views and Estimates for the 2006 budget, in-
cluding a recommendation that highway safety, motor carrier safe-
ty and transportation programs be funded at $46.6 billion for 2006.
This is slightly higher than the administration’s proposed funding
level for 2006. But the committee’s 6-year reauthorization proposal
recently introduced as H.R. 3 is consistent with the administra-
tion’s 6-year proposed funding level of $283.9 billion. The bill that
is coming up next week we hope will be in line with the budget
submission from the administration.

Although the administration’s proposal is not sufficient to meet
highway and transit investment needs as estimated by its own De-
partment of Transportation, our committee considers the $283.9
billion level to be an adequate point at which to resume delibera-
tions on the surface transportation reauthorization bill. So we have
adopted this funding level for purposes of House passage of H.R.
3 and request that the budget resolution assume at least the H.R.
3 funding levels.

In addition, in order to preserve maximum flexibility in con-
ference, we ask that a contingency procedure for surface transpor-
tation again be included in the budget resolution to allow spending
to be increased to the extent such spending is offset by new re-
ceipts to the Highway Trust Fund. We remain committed to ensur-
ing that the Highway Trust Fund revenues are adequate to meet
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investment needs and are made fully available for their intended
purposes. And toward that end, one of the Transportation Commit-
tee’s highest priorities is the continuation of the firewalls and guar-
anteed funding levels that were established in TEA 21, including
the transit general fund guarantee. We appreciate your continued
cooperation on these key components of the reauthorization effort.

In addition to the surface transportation issues I have already
discussed, I would like to highlight the committee’s recommenda-
tions regarding aviation funding. This year the number of air trav-
elers is expected to return to and surpass the record high levels
that were experienced prior to 9/11. In 2000, we saw one in every
four commercial flights delayed, canceled or diverted. Without im-
provements in the aviation system capacity, airline delays will
quickly return to the levels experienced in 2000.

Under the President’s budget, aviation capital programs would
receive $5.45 billion, $1.2 billion less than the $6.65 billion levels
guaranteed by the Vision 100—Century of Aviation Reauthoriza-
tion Act. This proposed reduction is extremely shortsighted and
will only serve to accelerate the impending crisis of congestion and
delays in our Nation’s aviation system.

To ensure that our aviation system remains safe, reliable, and ef-
ficient, we recommend that aviation capital programs be funded at
least at the $6.65 billion level guaranteed by Vision 100. The $1.2
billion shortfall between the President’s budget and the Vision 100
guaranteed level must be corrected in the budget year 2006 Trans-
portation-Treasury-HUD appropriations bill, or the bill will be sub-
ject to the point of order that protects the Vision 100 authorization
level. Therefore, for both substantive and procedural reasons, it is
important that the budget resolution assume full funding of the
aviation capital programs.

For more comprehensive information on the committee’s rec-
ommendations, I refer you to the Views and Estimates adopted by
the committee on February 16, 2005. These Views and Estimates
demonstrate that we are significantly underfunding many of our
transportation and infrastructure investments from surface trans-
portation, aviation, to ports, inland waterways, clean water infra-
structure, and public buildings. These needs exceed the revenues
available.

Underinvestment in our Nation’s transportation infrastructure
needs is penny wise and pound foolish. Economic growth depends
on a transportation system that moves people and goods efficiently.
By allowing congestion to grow more and more each year, we are
putting our economy, global competitiveness and our quality of life
at risk.

While the costs may seem high, the costs of not meeting our Na-
tion’s transportation needs is greater still. So I urge your support
for the Transportation and Infrastructure Committee’s rec-
ommendations as you develop the 2006 budget resolution and ask
unanimous consent that the full statement be included in the
record of your proceedings.

[The prepared statement of Thomas E. Petri follows:]
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PREPARED STATEMENT OF HON. THOMAS E. PETRI, A REPRESENTATIVE IN CONGRESS
FROM THE STATE OF WISCONSIN

Thank you Chairman Nussle and Ranking Member Spratt for allowing me to tes-
tify before you on behalf of the Transportation and Infrastructure Committee.

Enactment of H.R. 3, the “transportation equity act: a legacy for users,” continues
to be the committee’s highest legislative priority for the upcoming year.

Chairman Young and I appreciate your assistance during last year’s surface
transportation reauthorization process, and look forward to continuing to work coop-
eratively with you as this process moves forward again this year.

Recently, the Transportation and Infrastructure Committee unanimously ap-
proved its views and estimates for the 2006 budget, including a recommendation
that highway, highway safety, motor carrier safety and transit programs be funded
at $46.6 billion in 2006.

While this is slightly higher than the administration’s proposed funding level for
2006, the committee’s 6-year reauthorization proposal—recently introduced as H.R.
gﬂis consistent with the administration’s 6-year proposed funding level of $283.9

illion.

Although the administration’s proposal is not sufficient to meet highway and tran-
sit investment needs as estimated by the department of transportation, the com-
mittee considers the $283.9 billion level to be an adequate point at which to resume
deliberations on the surface transportation reauthorization bill. Therefore, we have
adopted this funding level for purposes of house passage of H.R. 3, and request that
the budget resolution assume at least the H.R. 3 funding levels. In addition, in
order to preserve maximum flexibility in conference, we ask that a contingency pro-
cedure for surface transportation again be included in the budget resolution to allow
spending to be increased to the extent such spending is offset by new receipts to
the highway trust fund.

We remain committed to ensuring that highway trust fund revenues are both ade-
quate to meet highway and transit investment needs, and made fully available for
their intended purposes. Toward that end, one of the transportation committee’s
highest priorities is the continuation of the firewalls and guaranteed funding levels
that were established in TEA 21, including the transit general fund guarantee. We
appreciate your continued cooperation on these key components of the reauthoriza-
tion effort.

In addition to the surface transportation issues I have already discussed, I would
like to highlight the committee’s recommendation regarding aviation funding needs.

This year, the number of air travelers is expected to return to and surpass the
record-high levels that were experienced in 2000, when one in every four commercial
flights was delayed, cancelled, or diverted. Without improvements in aviation sys-
tem capacity, airline delays will quickly return to the levels experienced in 2000.

Under the president’s budget, aviation capital programs would receive $5.45 bil-
lion, $1.2 billion or 18 percent less than the $6.65 billion level guaranteed by the
vision 100—century of aviation reauthorization act.

This proposed reduction is extremely shortsighted and will only serve to accel-
erate the impending crisis of congestion and delays in our nation’s aviation system.
To ensure that our aviation system remains safe, reliable, efficient, and able to ac-
commodate the increased number of passengers anticipated in the near future, the
committee recommends that aviation capital programs be funded at least at the
$6.65 billion level guaranteed by vision 100.

The aviation funding guarantees are enforced through points of order, most nota-
bly the “capital priority” point of order. This point of order was intended to ensure
that aviation capital needs are not shortchanged in a budget process that tends to
defer needed long-term investments while focusing on meeting more immediate
needs.

The $1.2 billion shortfall between the President’s budget and the vision 100 guar-
anteed level must be corrected in the FY 2006 Transportation-Treasury-HUD appro-
priations bill or the entire bill will be subject to this point of order in both the House
and the Senate. Therefore, for both substantive and procedural reasons, it is impor-
tant that the budget resolution assume full funding of the aviation capital programs.

I would also like to draw your attention to several other transportation-related
proposals in the President’s budget that we believe are either politically
unsustainable or unwise. If these proposals are assumed in the budget resolution,
they will create a major shortfall in the Appropriations Committee’s 302(a) alloca-
tion.

For example, a $1.9 billion shortfall will be created if the budget resolution as-
sumes enactment of the administration’s proposed increase in the aviation security
fee. For reasons detailed in the views and estimates we submitted to you last week,
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we believe this fee increase places an unfair burden on air travelers. In addition,
we believe it has little chance of enactment at this time, as U.S. Airlines enter their
fifth consecutive year of multi-billion dollar losses.

Just as unrealistic is the administration’s proposal to zero out Amtrak. Although
Amtrak is a perennial favorite of budget cutters, its funding has been consistently
restored during the appropriations process. This proposal has little chance of enact-
ment. If the budget resolution assumes liquidation of Amtrak, but Amtrak funds are
subsequently restored during the appropriations process, other important programs
will have to be cut significantly in order to make up the difference.

In addition, the President’s budget proposes to cut funding for the clean water
state revolving fund and the army corps of engineers. While these proposals would
produce smaller funding shortfalls, they are still of significant concern to the trans-
portation and infrastructure committee.

For more comprehensive information on the committee’s recommendations, I refer
you to the views and estimates adopted by the committee on February 16, 2005.
These views and estimates demonstrate that we are significantly under-funding
many of our transportation and infrastructure investments, from surface transpor-
tation and aviation to ports, inland waterways, clean water infrastructure, and pub-
lic buildings.

Under-investment in our nation’s transportation and infrastructure needs is
penny-wise and pound-foolish. Economic growth depends on a transportation system
that moves people and goods efficiently. By allowing congestion to grow more and
more each year, we are putting our economy, global competitiveness, and quality of
life at risk.

While the cost of meeting our nation’s transportation and infrastructure invest-
ment needs may seem high, the cost of not meeting them is greater still. I urge your
support for the Transportation and Infrastructure Committee’s recommendations as
you develop the 2006 budget resolution.

Mr. PoRTMAN. I thank our colleague from the Transportation
Committee, and I appreciate your testimony today and commend
you for the fact that you are patient and persistent in coming back
again with a highway bill that we will be able to take up shortly
in the House.

You indicated that the number will likely be the $283.9 billion
that the President had indicated was acceptable. Is that still your
understanding, first of all, that that would be your number, and,
second, that the administration would be amenable to that num-
ber?

Mr. PETRI. Yes.

Mr. PORTMAN. We appreciate the input on the aviation capital
programs. Are you going to make changes in the trust fund in the
process of this transportation bill?

Mr. PETRI. No.

Mr. PORTMAN. Again, thank you for testifying today before us
and giving us your input. We look forward to having your full
statement in the record.

Mr. Spratt, any questions?

Mr. SPRATT. Mr. Petri, I don’t have the information at my dis-
posal. It is my recollection that the President requested a fairly
substantial increase in fees to be applied to the Transportation Se-
curity Administration,

Mr. PETRI. I believe that is right. That is obviously in another
committee’s jurisdiction.

Mr. SPRATT. OK. Homeland Security?

Mr. PETRI. Yes.

Mr. SPRATT. Do you have any opinion, since aviation does fall
within your purview, do you have the opinion of what the impact
of those fees might be upon the commercial aviation industry?
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Mr. PETRI. We know there are bankruptcies there. There are sig-
nificant tension issues. They have experienced significant increases
in ticket fees and other charges in the past few years to fund at
least security problems. So the impact cannot be good.

Mr. SPRATT. Thank you very much.

Mr. PORTMAN. Mr. Conaway.

Mr. CoNawAY. No questions.

Mr. PORTMAN. Thank you, Chairman Petri. We appreciate your
testimony.

And our next witness is Mr. Gibbons. Are you prepared?

Mr. GiBBONS. I am indeed.

Mr. PORTMAN. Move in the middle if you like. I know you had
initially thought you might be joined by Mr. Bishop and Ms.
McMorris. I assume they are not going to be joining you at the out-
set?

Mr. GIBBONS. Mr. Otter is here as well.

Mr. PORTMAN. Do you want to join us at the table, Mr. Otter?

And, Mr. Gibbons, we appreciate your testimony, and you have
10 minutes.

STATEMENT OF THE HON. JIM GIBBONS, A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF NEVADA

Mr. GiBBONS. Thank you, Mr. Chairman, and I will make my
comments fit within the time allotted there and would ask that my
full statement be admitted into the record.

Mr. PORTMAN. Without objection.

Mr. GiBBONS. Mr. Chairman, I first want to thank you and the
members of this committee for inviting us to testify today about
issues that directly affect many Western States, but, most impor-
tantly, my home State of Nevada. And I understand the challenges
that you face in crafting the 2006 budget resolution, and I am
grateful that you have given us an opportunity to be involved in
that process.

First and foremost, let me speak on a matter of direct importance
to the State of Nevada. The President’s budget proposal to redirect
revenue from Southern Nevada Public Lands Management Act to
the Federal Treasury is the issue at hand here. I stand united with
the entire Nevada delegation in opposition to this proposal.

Revenues from the land sales in Nevada should stay in Nevada,
just as the Southern Nevada Public Lands Management Act
(SNPLMA) mandates and Congress intended when the act was
passed. The funding Nevada receives under the Southern Nevada
Public Lands Management Act is critically needed to support Ne-
vada’s general education fund, conservation efforts, habitat protec-
tion, and Lake Tahoe restoration. This revenue helps address the
challenges facing Nevada due to the development that SNPLMA,
the acronym we use, has allowed, such as the many new schools
that must be built and the protection of sensitive lands near those
new communities. This funding is even more critical when you con-
sider that over 91 percent of the State of Nevada is owned and
managed by the Federal Government and, therefore, removed from
any property tax rolls.

Additionally, Nevada faces Federal tax share burdens which are
unfairly high. For every dollar in Nevada taxes that goes to Wash-
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ington, DC, Nevada receives only 70 cents back to our commu-
nities. The administration’s proposal to divert the revenue from
SNPLMA to the Federal Treasury means Nevada would be sending
more money to Washington, DC. And getting even less back. This
de facto tax adds insult to injury by robbing Peter to pay Paul with
money generated by Nevadans in Nevada for Nevada. Therefore, I
respectfully request that the Southern Nevada Public Lands Man-
agement Act funds remain in Nevada where they belong.

I must also express my strong opposition to the President’s pro-
posed funding levels for the Yucca Mountain nuclear waste reposi-
tory. I would be remiss not to address that issue. And I realize that
the United States needs to find a solution to the nuclear waste
problem, and I am committed to that goal; however, Yucca Moun-
tain is not the answer.

Every week that goes by, and with every dollar spent in an at-
tempt to make Yucca Mountain feasible, additional flaws that
would render the project unsuitable for licensing are exposed. Sci-
entific, public safety, health, and environmental concerns sur-
rounding the proposed waste repository are well documented. The
future of nuclear power should not rely on a hole in the ground in
the Nevada desert. Rather it should rely on sound science and new,
innovative technologies. For the good of our entire Nation, the
Budget Committee must reject the unnecessary and wasteful $651
million budgeted for Yucca Mountain, and under no circumstances
should the funding for the project be taken off budget or removed
from the tight fiscal control of Congress.

On a different topic, as Westerners, we have a very unique rela-
tionship with the Federal Government. In Nevada, the Federal
Government owns about 65 million acres of land, which, as I men-
tioned, equates to over 91 percent of the State. Contrast that with
the Chairman’s home State of Iowa where close to 300,000 acres
are owned by the Federal Government, equa less than 1 percent of
Towa’s total land mass.

More often than not in the West, the Federal Government isn’t
just our neighbor, it is the entire neighborhood. With such a large
Federal presence comes significant challenges, especially in our
rural communities. The Payment in Lieu of Taxes Program (PILT)
helps to compensate for the inability of our rural communities to
generate tax revenues for schools and local infrastructure because
of Federal land ownership. Since Nevada cannot raise revenue from
over 91 percent of our State, PILT funding is vital, yet the program
has never been adequately funded.

The President’s proposal to decrease PILT funding by $26 million
will only exacerbate the current funding discrepancy, and the bur-
den to our rural communities grows even greater. I find this dis-
heartening and would encourage you to include full funding of
PILT in your fiscal 2006 budget report.

Another discouraging aspect of the proposed budget is $154 mil-
lion earmark for land acquisition. In an era where we have to dedi-
cate more resources to battling the war on terror, it is irrespon-
sible, I believe, for the Federal Government to spend more money
on further land acquisition. Land management agencies do not
have enough money to manage the land they currently have. Addi-
tional land acquisition places a greater burden on the Federal
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agencies charged with management of these lands as well as the
communities that lose that tax base. Land management agencies
should focus on getting their Federal house in order prior to ex-
panding their reach. If, as a Congress, we can get Federal land ac-
quisition under control and fully fund Payment in Lieu of Taxes,
we will make sincere progress in preventing a decrease in the qual-
ity of life in our rural communities.

Mr. Chairman, I hope during the next few weeks you can exam-
ine these important issues that negatively affect many people in
the Western United States. And I want to thank you again for this
opportunity to share my views, and I would yield back the balance
of my time.

Mr. PORTMAN. Thank you, Chairman Gibbons, and we appreciate
your bringing these issues to our attention.

[The prepared statement of Jim Gibbons follows:]

PREPARED STATEMENT OF HON. JIM GIBBONS, A REPRESENTATIVE IN CONGRESS FROM
THE STATE OF NEVADA

Mr. Chairman, I would like to first thank you and the members of this committee
for inviting me to testify today about issues that directly impact my home state of
Nevada. I understand the challenges that you face in crafting the 2006 Budget reso-
lution, and I am grateful that you have given us the opportunity to be involved in
that process.

First and foremost, let me speak on a matter of direct importance to the state of
Nevada. The President’s Budget proposed to redirect revenue from the Southern Ne-
vada Public Lands Management Act (SNPLMA) to the Federal treasury. I stand
united with the entire Nevada delegation in opposition to this proposal.

Revenues from land sales in Nevada should stay in Nevada, just as SNPLMA
mandates and as Congress intended. The funding Nevada receives under SNPLMA
is critically needed to support Nevada’s general education fund, conservation efforts,
habitat protection, and Lake Tahoe restoration. This revenue helps to address the
challenges facing Nevada due to the development SNPLMA has allowed-such as the
many new schools that must be built and the protection of sensitive lands near new
communities. This funding is even more critical when you consider that over 91 per-
cent of the state of Nevada is owned by the Federal Government and thereby re-
moved from any property tax rolls.

Additionally, Nevada’s Federal tax share burden is unfairly high. For every dollar
in Nevada taxes that goes to Washington, DC, only 70 cents goes back to our com-
munities. The administration’s proposal to divert revenue from SNPLMA to the Fed-
eral treasury means Nevada would be sending more money to Washington, DC and
getting even less back. This defacto tax adds insult to injury by robbing Peter to
pay Paul with money generated by Nevadans, in Nevada, for Nevada. Therefore, I
respectfully request that SNPLMA funds remain in Nevada where they belong.

I must also express my strong opposition to the President’s proposed funding lev-
els for the Yucca Mountain nuclear waste repository site. I realize that the United
States needs to find a solution to the nuclear waste problem * * * and I am com-
mitted to that goal. However, Yucca Mountain is not the answer.

With every week that goes by and with every dollar spent in an attempt to make
Yucca mountain feasible, additional flaws that should render the project unsuitable
for licensing are exposed. The scientific, public safety, health, and environmental
concerns surrounding the proposed waste repository are well-documented. The fu-
ture of nuclear power should not rely on a hole in the ground in the Nevada desert;
rather it should rely on sound science and new, innovative technologies. For the
good of our entire nation, the Budget Committee must reject the unnecessary and
wasteful $651 million budgeted for Yucca Mountain. And under no circumstances
should the funding for the Yucca Mountain Project be taken off-budget or removed
from the tight fiscal control of Congress.

On a different topic, as westerners, we have a very unique relationship with the
Federal Government. In Nevada, the Federal Government owns about 65 million
acres of land, which as I mentioned earlier, equates to over 91 percent of the state.
Contrast that with the Chairman’s home state of Iowa, where close to 300,000 acres
f\redowned by the Federal Government—equaling less than 1 percent of Iowa’s total
and mass.
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More often than not, in the west, the Federal Government isn’t just our neighbor,
it’s the entire neighborhood. With such a large Federal presence comes significant
challenges, especially in our rural communities. The PILT (Payment in Lieu of
Taxes) program helps to compensate for the inability of our rural communities to
generate tax revenue for schools and local infrastructure because of Federal land
ownership. Since Nevada cannot raise revenue from over 91 percent of our state,
PILT funding is vital * * * yet, the program has never been adequately funded.

The President’s proposal to decrease PILT funding by $26 million will only exacer-
bate the current funding discrepancy and burden our rural communities even more.
I find this disheartening and would encourage you to include full funding of PILT
in your FY’06 budget report.

Another discouraging aspect of the proposed Budget is the $154 million earmark
for land acquisitions. In an era where we have to dedicate more resources to bat-
tling the War on Terror, it is irresponsible for the Federal Government to spend
more money on further land acquisition. Land management agencies do not have
enough money to manage the land they currently have. Additional land acquisition
places a greater burden on the Federal agencies charged with management of these
lands as well as the communities that lose that tax base. Land management agen-
cies should focus on getting the Federal house in order, prior to expanding their
reach. If as a Congress we can get Federal land acquisition under control and fully
fund PILT, we will make sincere progress in preserving the quality of life in our
rural communities.

Mr. Chairman, I hope that during the next few weeks that you carefully examine
these important issues that negatively impact many western states. Again, thank
you for this opportunity to share my views.

Mr. PORTMAN. You mentioned that Iowa had only 300,000 acres.
Ohio is probably similar.

Mr. GIBBONS. It should be, I guess.

Mr. PORTMAN. But probably a similar percentage, and these are
not issues many of us who are not in Western States deal with ev-
eryday.

We appreciate the input on the Southern Nevada Public Lands
Management Act, but also on Yucca Mountain and the PILT issue,
which is one that most districts probably deal with in one way or
another, and then the issue of future land acquisition.

I would like to request at this point before we turn it over to Mr.
Spratt that Mr. Otter and Mr. Cannon have a chance to make com-
ments within the time frame. You were going to share these 10
minutes. We have 3 minutes and 17 seconds remaining. You and
Mr. Otter have 10 minutes separately. So if you would like to—Mr.
Gibbons indicated you with were him on this testimony, but do you
have different issues?

Mr. OTTER. No. I will use those 3 minutes that he didn’t and plus
my own 10.

Mr. PORTMAN. Why don’t we do this. Let us turn it over to Mr.
Spratt and Mr. Conaway and see if they have questions for Mr.
Gibbons to allow him to leave, and then we will turn next to Mr.
Cannon and Mr. Otter, assuming this is on the same general topic.
And then we are going to go to Ms. Berkley and Mr. LoBiondo.

Mr. Spratt, any questions?

Mr. SPRATT. Mr. Gibbons, just two questions. First of all, I lis-
tened carefully, but do you have anything to say about the change
in pricing by the Power Marketing Administration? Does that affect
Nevada?

Mr. GiBBONS. I did not change that, but I will be happy to look
into that to see if there is an impact on the people of the State of
the Nevada, especially the rural communities that are affected. But
power marketing was not part of my comment.
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Mr. SPRATT. Secondly, what would you support in the way of
funding for Yucca Mountain?

Mr. GIBBONS. Zero.

Mr. SPRATT. That is a succinct answer. Thank you, sir.

Mr. PORTMAN. Mr. Conaway.

Mr. CONAWAY. Mr. Gibbons, in Texas we have very little Federal
lands, but we have school lands that support the educational proc-
ess. You mentioned that the money from the land sales supports
education in Nevada. Can you give me a sense of the percentage
of that money?

Mr. GiBBONS. Out of the Southern Nevada Public Lands Manage-
ment Act, 5 percent goes to the Permanent Education Trust Fund
in the State of Nevada; 10 percent goes for the Southern Nevada
Water Authority; and the balance, 85 percent, is given to the De-
partment of Interior budget to do with as they speak. And we are
talking about $1.6 billion from the sale of land in the most recent
years.

Mr. CoNnawAY. This is the State department of interior or U.S.?

Mr. GiBBONS. U.S.

Mr. CoNnawAy. I don’t have any other questions.

Mr. PORTMAN. Mr. McHenry.

Mr. McHENRY. No.

Mr. PORTMAN. Do you all have any comments you would like to
make? You have 1 minute and 14 seconds remaining.

STATEMENT OF THE HON. CATHY MCMORRIS, A REPRESENTA-
TIVE IN CONGRESS FROM THE STATE OF WASHINGTON

Miss McMORRIS. Thank you, Mr. Chairman.

I am Cathy McMorris from Washington State and really appre-
ciate the time to share with you one concern. But first of all, I am
very supportive of the effort to cut the deficit in half, and I appre-
ciate we are going to have to be making some very difficult deci-
sions, but like everyone else who is here, I have one issue that is
especially concerning to Washington State and the Pacific North-
west, and it is related to what would amount to be significant rate
increases for the Bonneville Power Administration (BPA), and this
is on top of the fact that we had an energy crisis in early 2001.

We have lost a lot of jobs related to that impact. It amounted to
a 36 percent increase in retail electric rates, increases during that
time period, 1999 to 2002. And this would basically mean that we
would be facing similar rate increases moving forward. During that
time period, we lost 72,000 jobs. We saw unemployment go up from
5 to 7 percent. We lost 10 aluminum smelters, and there are only
3 more that are partially operating today. And I am very concerned
that if we faced more electric rate increases, that we would lose
those aluminum smelters. Without a doubt, it would have signifi-
cant impacts on our economy, and I also believe it would have sig-
nificant impacts on our tax revenues.

Another piece of this proposal is counting Bonneville’s third-
party debt cap. The administration in its proposal is raising the
debt cap by $200 million, and there is a lot of uncertainty as to
what the impact of that would be, and the fact that it would also
impact BPA’s ability to expand the transmission system, mitigate



33

for fish and wildlife, and acquire cost-effective conservation and re-
newable resources.

I recognize that we have some difficult decisions. I believe this
part of the proposal would actually cost jobs and stifle economic
growth, and I ask for your consideration in removing this part from
the budget. Thank you.

[The information referred to follows:]

PREPARED STATEMENT OF HON. CATHY MCMORRIS, A REPRESENTATIVE IN CONGRESS
FROM THE STATE OF WASHINGTON

Thank you for the opportunity to come before you.

I am here today to talk about the Administration’s proposal to increase power
rates in the Pacific Northwest.

The Pacific Northwest was hard hit by the Western electricity crisis of 2001, the
economic recession and the technology slump.

I would like to take a moment to give some examples of what this increase will
mean to the region should it be implemented.

The increase in retail electricity rates in the region between 1999 and 2002 was
36 percent—the same order of magnitude as the expected impacts of the market-
pricing proposal.

The region has been dramatically affected by the rising cost of energy. For exam-

ple:

Between 2000 and 2003, the region lost 72,000 jobs.

Unemployment rates increased from 5 percent to more than 7 percent. In both
2002 and 2003, Oregon and Washington had the highest unemployment rates in the
nation with the exception of Alaska.

The region’s ten aluminum smelters shut down. Only three aluminum plants are
partially operating today. Price increases caused by the Administration’s proposal
would certainly push even those plants over the edge, and a regional industry that
recently provided half of the U.S. aluminum production and one-tenth of the world
production would be gone.

Here is a summary of the effects of the increased Bonneville market rates:

CHANGE IN REGIONAL ELECTRICITY COSTS

» $1.4 billion increase in cost of power from Bonneville

* $300 million increase in cost of power to residential and small farm IOU cus-
tomers

» $1.7 billion total increase (spread over 3 years)

EFFECT ON REGIONAL ECONOMY

$1.3 billion dollar decrease in personal income

13,000 decrease in regional jobs

Additional effects on aluminum and other energy intensive industry
Decreased income and jobs in other regions

EFFECT ON TAX REVENUES

$217 million dollar decrease in Federal personal income tax revenues
Additional loss in Federal revenues corporate profits taxes

$59 million dollar decrease in state personal tax revenues

Additional loss in state revenues from corporate taxes

Another important component of the Administration’s proposal is counting Bonne-
ville’s third party debt toward the cap on its borrowing authority. BPA’s borrowing
authority is raised by $200 million in the proposal, but the effects of the redefinition
of debt are unclear. If BPA’s ability to borrow is severely constrained, it will affect
its ability to carry out much needed maintenance and expansion of the transmission
system as well as fulfill its statutory responsibilities to mitigate for fish and wildlife
impacts and acquire cost effective conservation and renewable resources.

I hope my testimony today demonstrates the negative effect this will have on the
Pacific Northwest. I urge you to consider these examples. This proposal will cost
jobs, cost consumers and stifle economic growth. Our region’s economy was built on
inexpensive hydro power from our dams and rivers. It is unfair to increase our re-
gion’s power rates. We need to preserve the natural resources that sustain the
economies of the Pacific Northwest.

Again, I thank the Chairman.
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Mr. PORTMAN. Thank you for your testimony. Mr. Spratt.

Mr. SPRATT. I have none.

Mr. PorRTMAN. The Power Marketing Association issue is one
which will be looked at in the individual committees of jurisdiction,
and we appreciate your input today.

Mr. Conaway.

Mr. CoNnawAY. With respect to the power problems, California
chose to not build capacity to generate. Can you shed us Wash-
ington State’s attitude toward additional power generation capacity
for electricity during that time frame? Are you buying power from
other places?

Miss McMoORRIS. We have—the biggest challenges that are facing
Washington State relates to transmission and getting the power
after it is generated. We have had challenges in Washington State
in actually generating new power, too.

At the State level we have been trying to work through some of
the permitting issues, especially those that have caused us some
difficulty, but the biggest challenge is relating to transmission
issues, and this proposal would make it even more difficult because
BPA oversees the power transmission system.

Mr. CONAWAY. There is some sense of recognition that additional
generating capacity within the State would help?

Miss MCMORRIS. Absolutely. And I would remind you that Wash-
ington State has many hydroelectric dams. They are—it has been
the source of very low power rates in the past, and we have worked
very hard to protect those dams and make sure we are generating
electricity and adding to the system.

Mr. PORTMAN. Thank you, Ms. McMorris.

Gentlemen, ladies, I am going to make a revision in our timing
here, and I won’t make Mr. Otter and Mr. Cannon very happy, but
I am informed that Mr. LoBiondo was the next Member in line by
the staff. He has a plane to catch. And then Ms. Berkley was next.

I was told by Mr. Gibbons that you all were together, so I mis-
takenly thought you were going to testify with him. If you two gen-
tlemen would not mind being patient, we will let these other Mem-
bers—so if it is with the indulgence of the committee, I would like
to go in order of attendance here, and that is Mr. LoBiondo, then
Ms. Berkley, Mr. Cannon and Mr. Otter together, and then Mr.
Bishop. I know, Mr. Bishop, you were to be part of the earlier
group. If you would like to testify at the end of the line, we would
welcome your testimony. But we will go to Mr. LoBiondo for 10
minutes.

STATEMENT OF THE HON. FRANK A. LOBIONDO, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF NEW JER-
SEY

Mr. LoBioNDO. Mr. Chairman, thanks very much for your con-
sideration. I deeply appreciate it. I appreciate the opportunity to
testify today on the 2006 budget. I certainly support the effort to
reduce the deficit and move back to a balanced budget; however,
I think we must do so in a very responsible way that fairly bal-
ances our priorities and provides for improved homeland and eco-
nomic security for our country.
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As the committee is aware, the President has requested an 8 per-
cent increase in the overall Coast Guard budget. I chair the Coast
Guard and Maritime Subcommittee, and I just came from a hear-
ing where we were reviewing the Service’s budget request, and I
can tell you that every penny of this modest increase is desperately
needed. The Service continues to be tasked with doing more and
more homeland security and homeland security responsibilities
while struggling to maintain what are considered very traditional
missions that have great significance to our Nation, and as their
operation tempo continues to increase, and because of past in-
creases, their aging assets are rapidly failing. Our Dolphin heli-
copter engines are literally failing in flight, and an alarming per-
centage of the cutter fleet are suffering from broken propulsion sys-
tems and breached hulls, a very serious condition which not only
has resulted in fiscal year 2004 of 742 patrol days that were lost
because of these asset failures, but, maybe more importantly, they
are putting the lives of our Coast Guard men and women at serious
risk.

Fortunately, the Deepwater program is working to replace the
Service’s aging fleet of ships and aircraft with more flexible assets
able to meet the multimission challenges of today. Unfortunately,
funding for the program has been insufficient to keep up with the
original 20-year procurement schedule. We have slipped signifi-
cantly, and Deepwater needs to be accelerated. Doing so would en-
sure that the Coast Guard is able to respond to terrorist threats
and to maintain a high level of readiness to fulfill its other vital
missions. And as a recently released congressional report found, ac-
celeration will result in approximately $4 billion in overall savings
to the taxpayer. It is a win-win situation.

The Coast Guard has provided my subcommittee with $920 mil-
lion in unfunded fiscal year 2006 priorities. Deepwater accounts for
$700 million of that. I respectfully request the committee make
every effort to at least—to accommodate the administration’s re-
quest for the Coast Guard, but urge the committee to do more for
the sake of our homeland security efforts.

In addition to homeland security and other national priorities is
improving economic opportunity. A program now under way is
helping to accomplish this goal in my district and across the coun-
try. As you know, empowerment zone initiatives provide Federal
assistance to support the comprehensive revitalization of des-
ignated communities across the Nation.

In my district in Cumberland County, NJ, empowerment zone is
a collaborative revitalization effort among the communities of
Bridgeton, Millville, Vineland, and Port Norris. Cumberland has
committed nearly 100 percent of the $25 million that has been
made available by Housing and Urban Development so far. Over
360 jobs have been created to date, with an additional 1,400 that
we are just on the edge of being able to lock in on over the next
12 to 18 months if the Federal funding source continues. Over 166
housing units have been renovated and rehabilitated, and there
has been construction for areas in EZ neighborhoods. A $4 million
loan pool has been made available to be reinvested back into tar-
geted communities. And one of the most telling features of this pro-
gram and the positive partnership it is is that these projects are
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leveraged by a total of about $340 million in private, public and
tax-exempt bond funding. Put plainly, this Cumberland EZ zone
has leveraged nearly $12 in private investment for every $1 in pub-
lic funding, yielding great results. I think this is a return that the
Federal Government would love to see in a number of different
areas.

The administration proposes to consolidate empowerment zone
programs in 17 other economic development programs into the
Strengthening America’s Communities Initiative. While Congress
has not seen the details of this proposal, I am very concerned that
the initiative may not be effective as the empowerment zone pro-
gram, and the success we have met in Cumberland County and
other areas will be lost, and we will slide back. So until Congress
has an opportunity to better review and consider the administra-
tion’s proposal, I urge the committee to continue to accommodate
full funding for empowerment zone.

Economic security is also dependent on providing our youth with
the skills they will need to be successful as they move into the
workforce. That is why I am very concerned the budget proposes
to eliminate Federal funding for vocational education. The Perkins
program is the only federally funded program for students who
pursue vocational and technical education at the secondary and
community college level. These institutions strive to prepare stu-
dents for employment in the higher-paying skilled jobs of the fu-
ture. The elimination of this funding would cost New Jersey nearly
$30 million in direct career and technical assistance. Without these
funds, vocational and technical schools in my State would not be
able to effectively continue the professional development of their
teaching core and support staff. And in my part of the State, which
is a third of the State geographically, it is the rural part of the
State, we lag behind a lot of other indicators in north Jersey, and
because of infrastructure concerns and a lot of other components,
we have an unemployment rate that is nearly double the rest of the
State. We don’t have the high-tech jobs that come into my part of
the district, so vocational education takes on an added responsi-
bility for kids who wouldn’t have an opportunity otherwise.

I was very pleased to see the administration’s budget include a
request to increase the military death benefit from $12,000 to
$100,000, but I would like to see this program expanded. Limiting
the payout to only those killed on active duty is arbitrary and
wrong. The proposal should cover all of our brave servicemembers
who have made the ultimate sacrifice to defend our freedom, be it
on the battlefield or in training. In my district we have lost five
heroes in this war on terrorism, and there is never enough money
to honor the sacrifice of these brave men and women and of their
families.

I recognize we have significant budget restraints this year, but
I strongly believe we must find the necessary resources to secure
America’s homeland and our economic future. I thank you for this
opportunity to present my views.

[The prepared statement of Frank A. LoBiondo follows:]
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PREPARED STATEMENT OF HON. FRANK A. LOBIONDO, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF NEW JERSEY

Mr. Chairman, thank you for the opportunity to testify on my priorities for the
Fiscal Year 2006 Budget Resolution. I support the effort to reduce the deficit and
move back to a balanced budget. However, we must do so in a responsible way that
fairly balances our priorities and provides for improved homeland and economic se-
curity for our country.

As the Committee is well aware, the President requested an 8 percent increase
in the overall Coast Guard Budget. I just came from chairing a Coast Guard and
Maritime Transportation Subcommittee hearing on the service’s budget request and
I can tell you that every penny of this modest increase is desperately needed. The
service continues to be tasked with more and more homeland security responsibil-
ities, while struggling to maintain their commitment to their traditional missions.
And as their operations tempo increases, their aging assets are rapidly failing. Dol-
phin helicopter engines are literally failing in flight and an alarming percentage of
the cutter fleet is suffering from broken propulsion systems and breached hulls. In
fiscal year 2004, 742 patrol days were lost because of asset failures.

Fortunately, the Deepwater program is working to replace the service’s aging fleet
of ships and aircraft with more flexible assets able to meet the multimission chal-
lenges of today. Unfortunately, funding for the program has been insufficient to
keep it to its original 20 year procurement schedule. Deepwater needs to be acceler-
ated. Doing so would ensure the Coast Guard is able to respond to terrorist threats
and maintain a high level of readiness to fulfill its other vital missions. And as a
recently released Congressionally mandated report found, acceleration will result in
approximately $4 billion in overall savings to the taxpayer.

The Coast Guard has provided my subcommittee with $920 million in unfunded
fiscal year 2006 priorities. Deepwater accounts for $700 million of that. I respect-
fully request the Committee make every effort to at the very least accommodate the
Administration’s request for the Coast Guard, but I urge the Committee to do more.

In addition to homeland security, another national priority is improving economic
opportunity. A program now underway is helping to accomplish this goal in my dis-
trict and across the country. As you know, the Empowerment Zone initiative pro-
vides Federal assistance to support the comprehensive revitalization of designated
communities across the country. It is a 10 year program that targets Federal grants
to distressed communities for social services and community redevelopment and pro-
vides tax and regulatory relief to attract and retain businesses.

In my District, the Cumberland County Empowerment Zone is a collaborative re-
vitalization effort among the communities of Bridgeton, Millville, Vineland and Port
Norris. Cumberland has committed nearly 100 percent of the $25 million that has
been made available by HUD so far. Over 360 jobs have been created to date with
an additional 1,400 anticipated over the next 18 months, if the Federal funding
source continues. Over 166 housing units have been renovated, rehabilitated, con-
structed or purchased in EZ neighborhoods and a $4 million loan pool is available
to be reinvested back into the targeted communities. Cumberland County has fund-
ed over 120 initiatives through the EZ program. These projects are estimated to le-
verage a total of over $238 million in private, public and tax exempt bond financing.
Put plainly, the Cumberland EZ has leveraged nearly $12 in private investment for
every one dollar of public funding, a remarkable achievement that demonstrates the
success and promise of the Zone. The future success, viability and sustainability of
the Empowerment Zone and more importantly, our communities, hinge on the abil-
ity to continue to attract and leverage private investment. It is imperative the exist-
ing Round II Empowerment Zones receive multi-year funding to facilitate the imple-
mentation of the long term strategy plan as required by each Zone.

The administration proposes to consolidate the Empowerment Zone program and
17 other economic development programs into the Strengthening Americas Commu-
nities Initiative. While Congress has not yet seen the details of the proposal, I am
concerned the initiative may not be as effective as the Empowerment Zone program
and the success we have met with in Cumberland County could be lost. Until Con-
gress has an opportunity to better review and consider the Administration’s pro-
posal, I urge the committee to continue to accommodate full funding for the Em-
powerment Zone program.

Economic security is also dependent of providing our youth with the skills they
will need to be successful as they move into the workforce. That is why I am very
concerned the budget proposes to eliminate Federal funding for vocational edu-
cation. The Perkins program is the only federally funded program for students who
pursue vocational and technical education at the secondary and community college
level. These institutions strive to prepare students for employment in the higher
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paying skilled jobs of the future. The elimination of this funding would cost New
Jersey nearly $28 million in direct career and technical assistance. Without these
funds, vocational and technical schools in my state would not be able to replace
equipment needed to keep up with technology and workplace changes. They would
not be able to implement programs to meet the challenges of this century, nor would
they be able to effectively continue the professional development of their teaching
corps and support staff. All of this translates into reduced opportunities for students
as they move into the workforce. I urge the Committee to support funding for this
program.

The Administration’s budget proposes to slow the growth of Medicaid costs by $60
billion over the next 10 years. While I understand the need, especially now, to look
carefully at all programs to ensure that they are being run cost effectively, I fear
that cuts of this magnitude could adversely effect needed health care services for
some of our most vulnerable citizens. We must remember that nearly 52 million
children, poor, disabled and elderly individuals rely on Medicaid for their healthcare
needs. Medicaid should be closely examined and policies developed to reform the
program so it can be sustained over the long run.

I was very pleased to see the Administration’s budget includes a request to in-
crease the military death benefit from $12,000 to $100,000, but I would like to see
the proposal expanded. Limiting the payout to only those killed on active duty is
arbitrary and wrong. The proposal should cover all of our brave servicemembers
who made the ultimate sacrifice to defend our freedom, be it on the battlefield or
in training. New Jersey’s Second District has lost five of it’s sons in Operation En-
during Freedom and Operation Iraqi Freedom. No amount of money would is ever
enough to honor the sacrifice of these and the rest of our servicemembers , but this
proposal is a step in the right direction. I urge the Committee to accommodate an
expanded proposal in the budget resolution.

I want to take a moment to stress the important work the Army Corps does to
protect our coastal communities. As you know, the Army Corps works with state
and local coastal communities to replenish eroded beaches and dunes to protect the
residents and business owners from hurricane and storm damage. Building these
projects has a true economic benefit for the Federal Government, as it reduces the
amount we have to pay in flood insurance claims and disaster relief when storms
hit these areas. Unfortunately, the administration has cut shore protection 60 per-
cent below the FY05 enacted levels and placed a series of new and arbitrary restric-
tions on funding for these projects. I strongly urge the Committee to reject the ad-
ministration’s budget request for the Army Corps shore protection program.

Finally, I respectfully request that as you prepare a new budget resolution, you
not include an assumption of revenues from drilling in the Arctic National Wildlife
Refuge. Revenue projections from drilling in the refuge are entirely speculative. Oil
companies are currently focusing their investments on producing more oil from al-
ready developed fields in Alaska and in exploring areas to the west of these fields
in the National Petroleum Reserve. As a result, it would be inappropriate to assume
these companies would bid on refuge leases. We should not base our budget projects
on such assumptions.

While I recognize that we have significant budget restraints this year, I strongly
believe we must find the necessary resources to secure America’s homeland and our
economic future. I look forward to working with you to develop a budget that re-
flects these goals.

Mr. PORTMAN. Thank you, Mr. LoBiondo. We appreciate your tes-
timony, and with regard to all these issues, as you know, the Budg-
et Committee is eager to hear your input. Ultimately these issues
need to be resolved in your committee, at the Appropriations Com-
mittee level.

And on the Coast Guard, I will ask you one question. The Presi-
dent’s budget has about a 3 percent increase for homeland security.
I don’t know how much of that the Coast Guard would benefit
from. You indicated earlier it would be good to hold the President’s
number. Are you pleased with the President’s policies and numbers
and the budget on Coast Guard?

Mr. LoB1oNDO. I am very pleased with the President’s policies
and numbers considering what some other areas are suffering
from, but the part I am trying to emphasize, while people are say-
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ing, why are you worried, you have an 8 percent increase there, we
have to look at how their missions have been increased.

Homeland security and maritime antiterrorism with port secu-
rity, we have only scratched the surface. The Coast Guard is
tasked to undertake making all of our ports safe. And the maritime
economy contributes about $750 billion to the gross domestic prod-
uct (GDP). If we had a terrorist incident at one of our ports, it is
likely to shut down all of our ports. The consequences would be
dramatic. So therefore, while Coast Guard has an increase that we
are pleased with, this is an absolute minimum we can consider
based on the fact we have expanded what we are expecting them
to do.

Mr. PORTMAN. We appreciate your testimony on the enterprise
zones, vocational education, and finally the expansion of the death
benefit, and we look forward to working with you as this budget
process unfolds.

Mr. Spratt.

Mr. SPRATT. I listened to your testimony and read it more com-
pletely here, and I would encourage you to take a close look at the
Democratic resolution. I think you will find a lot of accommodation
of these points of view in the Democratic resolution, probably more
than in the Republican resolution. So give us a fair shot. Empower-
ment zones, Coast Guard, vocational education, I think we will
have a lot of those places covered.

Thank you for testifying.

Mr. PORTMAN. Mr. Conaway.

Mr. CoNAWAY. No.

Mr. PorTMAN. With that, we will turn to Ms. Berkley, and thank
you for your patience. You have 10 minutes. If you don’t use it all,
we will not be disappointed.

STATEMENT OF THE HON. SHELLEY BERKLEY, A REPRESENT-
ATIVE IN CONGRESS FROM THE STATE OF NEVADA

Ms. BERKLEY. I would like to thank you, Chairman Portman,
and, of course, Ranking Member Spratt, for allowing me to share
my concerns regarding the administration’s budget. There are
three issues that have a direct and negative impact on the State
of Nevada, and I would like to share those three issues with you.

I would like to address a provision in the President’s budget that
the people of southern Nevada overwhelmingly oppose. The Presi-
dent has proposed taking 70 percent of the funds from the South-
ern Nevada Public Lands Management Act account to offset the
deficit. This would deny Nevada at least $700 million a year which
would be used for conservation, recreation, water, and education
programs. I can assure you, Mr. Chairman, the Nevada delegation
stands united against this proposal and will fight against this plan
at every turn.

As Mr. Gibbons testified, almost 90 percent of the land in Ne-
vada is federally owned. The Southern Nevada Public Lands Man-
agement Act is an innovative act that authorizes the proceeds from
land sales in Nevada to be used to build parks and trails, acquire
environmentally sensitive land, maintaining the Clark County
multispecies habitat conservation plan, and improve the clarity of
Lake Tahoe. Funds are also allocated for water infrastructure, al-
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ways a problem in the Nevada desert, and education programs in
the State of Nevada. The law has been highly successful, and Ne-
vada residents and millions of our visitors have benefited from it.

The President should not be penalizing Nevada or seeking to gut
this program. Rather he should be applauding Senators Ensign and
Reid and former Senator Bryan for their ingenuity and honor the
intent of the law. Interior Secretary Norton said during her many
visits to the State of Nevada over the last several months that this
is an extremely innovative program that should be used as an ex-
ample for the rest of the Nation. This proposal is going to take Ne-
vada’s money, which is used for outstanding and important projects
that would go unfunded, and it would go into the general fund
where it would disappear, and nobody would benefit from this.

Second, I would like to address the President’s proposal to fund
the proposed nuclear waste dump site at Yucca Mountain. Multiple
lawsuits have revealed that the proposed Yucca Mountain reposi-
tory will not protect the health and safety of Americans. The Envi-
ronmental Protection Agency blatantly disregarded the findings of
the National Academy of Sciences that radiation levels will reach
their peak levels—radiation levels will reach their peak in 300,000
years, and instead the EPA set up a 10,000-year radiation stand-
ard; the gap between the science and the EPA standard, a mere
290,000 years.

The findings have established that the storage cannisters that
are proposed for Yucca Mountain will corrode. The study did not
say they may corrode; it said they will corrode and release radio-
active wastes into our groundwater, and there is an enormous ter-
rorist threat and risk created by this project if waste is shipped
across the Nation.

Despite the findings, the administration continues to push reck-
lessly ahead with the Yucca Mountain project. The administration
has proposed reclassifying contributions to the Nuclear Waste
Trust Fund as offsetting collections. Not only does this budget gim-
mick funnel money to a project plagued with problems, it also by-
passes budgetary rules that have been put in place to maintain the
integrity of our appropriations process. With rapidly growing defi-
cits, Congress must ensure that every dime of taxpayer money is
spent responsibly. Given the overwhelming needs in our Nation
and the limited resources at our disposal, it makes no sense to give
special treatment to the Yucca Mountain project at the expense of
millions of Americans’ and our Nation’s many pressing needs.

The President’s budget also includes a provision that we are
deeply troubled by and that directly affects the gaming industry.
This provision requires gaming establishments to intercept
winnings from customers who owe child support. Now, while I
strongly support law enforcement’s efforts to collect payments from
individuals who have failed to fulfill their parental obligation, I op-
pose this provision. Under the proposal, a customer whose
winnings exceed the threshold for filling out an Internal Revenue
Service W2-G form would be subject to the Federal records check
in the Child Support Federal Parent Locator Service. If the indi-
vidual is listed in the system, the gaming establishment would be
required to garnish the winnings.
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This administration’s proposal not only is very bad policy, it cre-
ates unreasonable demands on the gaming industry and the indi-
vidual businesses, their employees, and sets alarming precedents.
It forces gaming establishments to pry into sensitive personal infor-
mation, creating obvious and serious invasions of privacy concerns.
Gaming establishments would assume the investigatory and en-
forcement duties currently entrusted to law enforcement and gov-
ernment agencies, and the gaming establishments could be ulti-
mately liable if any employee mistakes or misuses the information.

Finally, it establishes a precedent of requiring private businesses
to directly apply the law to an individual. Should banks check the
court records of customers making deposits and withdrawals? Must
the car dealer invoke the same requirements against their cus-
tomers? The answer is clearly no.

The administration’s proposal will open the door to additional
costly and unreasonable mandates on our business community, and
by singling out the gaming industry I think is a huge mistake that
starts us down a very slippery slope that we don’t wish to go down.
While the goal of this provision is laudable, the provision is impru-
dent and could lead to a myriad of unintended consequences. I urge
the committee to reject this proposal. And I thank you for the op-
portunity that I have been given to testify before the committee.

[The prepared statement of Shelley Berkley follows:]

PREPARED STATEMENT OF HON. SHELLEY BERKLEY, A REPRESENTATIVE IN CONGRESS
FROM THE STATE OF NEVADA

I would like to thank Chairman Nussle and Ranking Member Spratt for allowing
me to share my concerns regarding the Administration’s Budget.

First, I would like to address a provision in the President’s budget that the people
of southern Nevada overwhelmingly oppose. The President has proposed taking sev-
enty percent of the funds from the Southern Nevada Public Lands Management Act
account to offset the deficit. This would deny Nevada at least $700 million a year,
which would be used for conservation, recreation, water and education programs. I
can assure you, Mr. Chairman, the Nevada delegation stands united against this
proposal and will fight against this plan at every turn.

More than eighty percent of the land in Nevada is federally-owned. The Southern
Nevada Public Lands Management Act was an innovative law that authorized the
proceeds from land sales in Nevada to be used to build parks and trails, acquire
environmentally sensitive land, maintain the Clark County Multi-Species Habitat
Conservation Plan and improve the clarity of Lake Tahoe. Funds are also allocated
for water infrastructure and education programs in the State of Nevada.

The law has been highly successful, and Nevada residents and millions of visitors
have benefited. The President should not penalize Nevada or seek to gut the pro-
gram. Rather, he should applaud Senators Ensign, Reid and former Senator Bryan
for their ingenuity, and honor the intent of the law.

Second, I would like to address the President’s proposal to fund the proposed nu-
clear waste dump at Yucca Mountain. Multiple lawsuits have revealed the proposed
Yucca Mountain repository will not protect the health and safety of Americans. The
Environmental Protection Agency blatantly disregarded the findings of the National
Academy of Sciences that radiation levels will reach their peak in 300,000 years,
and instead set a 10,000-year radiation standard. The gap between the science and
EPA’s standard? A mere 290,000 years!

More findings have established that the storage canisters at Yucca Mountain will
corrode and release radioactive waste, and there are enormous terrorist risks cre-
ated by this project if waste is shipped across the nation.

Despite these findings, the Administration continues to push recklessly ahead
with the Yucca Mountain Project. The Administration has proposed reclassifying
contributions to the Nuclear Waste Trust Fund as offsetting collections.

Not only does this budget gimmick recklessly funnel money into a project plagued
with problems, it also bypasses budgetary rules that have been put in place to main-
tain the integrity of our appropriations process.
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With rapidly growing deficits, Congress must ensure that every dime of taxpayer
money is spent responsibly. Given the overwhelming needs in our nation and the
limited resources at our disposal, it makes absolutely no sense to give special treat-
ment to the Yucca Mountain project at the expense of millions of Americans and
our nation’s many pressing needs.

The President’s budget also includes a provision that directly affects the gaming
industry. This provision requires gaming establishments to intercept winnings from
customers who owe child support.

While I strongly support law enforcement’s efforts to collect payments from indi-
viduals who have failed to fulfill their parental obligations, I oppose this provision.

Under the proposal, a customer whose winnings exceed the threshold for filling
out an Internal Revenue Service W2-G form would be subject to a Federal records
check in the Child Support Federal Parent Locator Service. If the individual is listed
in the system, the gaming establishment would be required to garnish the winnings.

This Administration’s proposal is ill-conceived, creates unreasonable demands on
gaming businesses and their employees, and sets alarming precedents.

It forces gaming establishments to pry into sensitive information, creating serious
invasion of privacy concerns. Gaming establishments would assume the investiga-
tory and enforcement duties currently entrusted to law enforcement and govern-
ment agencies, and the establishments could be liable for any employee mistakes
or misuse of information.

Finally, it establishes the precedent of requiring a private business to directly
apply the law to an individual. Should banks check the court records of all cus-
tomers making deposits or withdrawals? Must car dealers invoke the same require-
ments against their customers?

The answer is no, but the Administration’s proposal will open the door to addi-
tional costly and unreasonable mandates on our business communities.

While the goal of the provision is laudable, the provision is imprudent and could
lead to a myriad of unintended consequences, and I urge the Committee to reject
this proposal.

Thank you for the opportunity to testify before the Committee.

Mr. PORTMAN. Thank you, Ms. Berkley, and thank you for giving
us a lot of information in a short period of time. We did hear ear-
lier about the Southern Nevada Public Lands Management Act,
$700 million a year.

Ms. BERKLEY. You will be hearing it again.

Mr. PORTMAN. It sounds like I may be. And it is an issue that
many of us in non-Western States would not be appreciating as you
have explained it, so we appreciate that.

Yucca Mountain, we appreciate your input on that; and finally
this additional burden on the gaming industry. Thank you so much
for your testimony.

Mr. Spratt.

Mr. SPRATT. No questions.

Mr. PORTMAN. Mr. Conaway.

Mr. CoNawAY. No.

Mr. MOORE. No questions.

Mr. PORTMAN. Thank you, Ms. Berkley.

To the patient gentleman from Utah and his colleague from
Idaho, I want to thank you for sticking with us and start the clock.

Mr. CANNON. Could we make an adjustment? Mr. Flake has time
after us, and he has an airplane to catch. Could we put the time
together and let him start, and we will let other people who need
to go go more quickly, and stay within the parameters of your time.

Mr. PORTMAN. With the indulgence of the committee. Without ob-
jection, we will do that. I want to commend you for your generosity.
Mr. Bishop, is that acceptable to you?

Mr. BisHOP OF UTAH. Anything you say will be acceptable.
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Mr. PORTMAN. Your testimony will be received. With that, Mr.
Flake, welcome to the committee. The gentleman from Arizona, we
look forward to your testimony.

STATEMENT OF THE HON. JEFF FLAKE, A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF ARIZONA

Mr. FLAKE. I thank my patient colleagues. I will be brief.

I came before the committee last year to ask the same thing I
am going to ask this year, and the committee, I believe, did the
right thing in putting language in that reflected our concerns. Our
concern is every year the President has in his budget additional
funding for land acquisition, hundreds of millions of dollars. When
we use that, we create more Federal land, which puts our cities
and counties at a disadvantage in terms of being able to fund
schools and needed resources and services.

We have a program called Payment in Lieu of Taxes that is au-
thorized at over $300 million and only funded at $200 million, actu-
ally a decrease from last year. What we are advocating is taking
land acquisition funding and applying it to Payment in Lieu of
Taxes. The committee did this last year, reflected in language
passed by the Budget Committee, and we would urge you to do the
same thing this year. When you get more Federal land, it puts us
in a deeper hole in terms of Payment in Lieu of Taxes, and so we
are really in a bind.

I noted just a few weeks ago, the administration had seen the
problem that we have here in the District of Columbia with the
Federal Government owning some so much excess land, and it com-
mitted to sell off some of that land to get the District government
in a better financial position. We have that problem in spades in
the West: Arizona, with over half of its land Federal, Nevada is
that way, and Utah is even worse. It is difficult for rural counties
to make do.

And so we would ask again that we simply do the same thing we
did last year: Make further reductions in land acquisition, apply
that to PILT, and you would have additional money for deficit re-
duction. We are not asking for additional resources or money here;
we are asking for less, far less, in Federal land acquisition, a little
glmi? toward PILT, and apply the rest to deficit reduction. I yield

ack.

[The prepared statement of Jeff Flake follows:]

PREPARED STATEMENT OF HON. JEFF FLAKE, A REPRESENTATIVE IN CONGRESS FROM
THE STATE OF ARIZONA

Thank you for the chance to speak to you today on behalf of the Congressional
Western Caucus, where I serve as Vice-Chairman.

The Budget Committee has a number of tough choices to make in the coming
weeks. While I want to ensure that Western states have their concerns addressed
by this Committee, as a fiscal conservative, I am not asking for something for noth-
ing. Instead, I think we need to reallocate current appropriations in a way that bet-
ter serves taxpayers.

Last year I talked to you about the need to fully fund the Payment-in-Lieu-of-
Taxes program (PILT) by reducing Federal land acquisition funds. As you know,
PILT funding goes to counties with high percentages of Federal land.

Because counties cannot draw tax revenue from these Federal lands, PILT funds
provide the funding for schools, roads, and public safety programs that normally
would be paid for through local tax revenues.
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Unfortunately, I am here to talk to you again this year about the same funding
issue. PILT is currently authorized at g340 million, yet the President’s budget only
allocates $200 million for FY ’06, a reduction of $26.8 million from the current budg-
et.

The Western Caucus firmly believes that this gap under funds the government’s
obligation to compensate these communities for the land held by the Federal Gov-
ernment.

At the same time, the President’s budget continues to fund the purchase of addi-
tional Federal lands despite its inability to effectively manage the Federal lands
that it currently administers. In this year’s budget, $154 million is provided for new
Federal land acquisition.

Last year, the Committee agreed that this inconsistency needed to be resolved.
In its discussion of PILT in its budget resolution, the Committee said that the Fed-
eral budget could fully fund PILT, and that further reductions should be made in
Federal land acquisition spending. I would ask that the Committee reaffirm its com-
mitment to this principle by including this report language again in its budget reso-
lution.

I continue to believe that we should fund PILT by reducing the amount of money
appropriated to the purchase of new Federal lands. If we follow this Committee’s
own recommendations, we should significantly reduce this funding level. By commit-
ting these savings to PILT, we could fully fund the program and have money left
over for deficit reduction.

Another source of funds better spent on PILT are EPA discretionary grants. The
EPA has been widely and consistently criticized by the GAO, OMB, and others for
the way it spends more than $300 million every year.

Often the funds from EPA simply free up other money that groups receiving the
grants then spend to try and defeat political candidates. Subsidizing such political
activity is not a wise use of tax dollars.

In summary, we in the Western Caucus are not asking for something for nothing.
We are advocating that this Committee take a hard look at the money we spend,
and allocate it more effectively to meet the important needs of our communities
rather than increase the already inflated holdings of the Federal Government.

Again, I thank the Chairman.

Mr. PORTMAN. Mr. Otter or Mr. Cannon.

Mr. CANNON. May we share time among ourselves? Is that ac-
ceptable?

Mr. PORTMAN. Mr. Flake, thank you for your testimony.

Start the clock, Mr. Otter or Mr. Cannon.

Mr. CANNON. Can we have the chart up here, both charts?

I think what Mr. Flake has said we are going to try and reit-
erate. The picture here is worth 10 million words. You recall that
the States can’t tax land that is owned by the Federal Government,
and that is why you have a Payment in Lieu of Taxes.

So to set the discussion, let me read you a quote from Ronald
Reagan. I have a map, I wish everyone can see it. It is a map of
the United States. And land owned by the government is in red,
and the rest of the map is white. West of the Mississippi River,
your first glance of the map, you think the whole thing is red, the
government owns so much property. I don’t know any other place
than the Soviet Union where the government owns more land than
ours does. And with that context, let me turn the time over to
Butch, and we will go through several statements.

STATEMENT OF THE HON. C.L. “BUTCH” OTTER, A
REPRESENTATIVE IN CONGRESS FROM THE STATE OF IDAHO

Mr. OTTER. Thank you very much, Mr. Chairman, and thank
you, Mr. Cannon.

Mr. Chairman, at the risk of repeating what has already been
said, I would like to point out in the initial map that you saw, that
was not a Presidential election map. That was, in fact, Federal
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ownership. And if you look at Idaho, Nevada, Utah, New Mexico,
quite a bit of California, you will see that the tax base, which is
white, is what supports our schools, it supports our first respond-
ers. If there is a crime in that red area, which is government land,
police officers and sheriffs from the white area have to go into the
red area at the cost to the tax base of the white area.

I think Mr. Flake said it best. We are getting $200 million of
Payment in Lieu of Taxes funds. Congress authorized $350 million.
So we are getting $150 million less than was authorized. We have
never since that authorization received the full funding of PILT.
Obviously this was done for the purpose of being able to defray the
costs of the Federal lands within the States.

Having said that, let me move on to a couple of other concerns
that I have. And I just would mention, too, before I leave this
whole lands issue, while we are being offered $26 million in the In-
terior budget for Payment in Lieu of Taxes, the Federal Govern-
ment agencies that can own land, the BLM, the Forest Service, the
Bureau of Reclamation and National Parks, are getting $90 million
to make that map even more red than it is right now. And the red-
der that map is, the less we have as a tax base.

I am very concerned about the administration’s proposal to, we
have heard before, the Power Marketing Administration’s rates by
20 percent each year. What that means to the Pacific Northwest is
an increase in our power rates of about $480 million a year until
EVTI reach market price, which will then be a total increase of $2.5

illion.

I would like to remind you that the economies of Washington,
Oregon, and Idaho, the Pacific Northwest as a whole, rely heavily
on value-added industries, that are driven by the power we produce
under our hydro projects.

Another area of concern for me is the administration’s proposal
in protecting the American borders. During my time in Congress,
we have talked a lot about enhancing the national security; how-
ever, our inability to control our borders leaves our counties vulner-
able to attack and promotes a blatant disregard for our laws.

Over and over again we have heard how national security re-
quires communication, cooperation amongst all levels of law en-
forcement right down to the county sheriff. I find it particularly
disturbing that the administration has completely eliminated fund-
ing for the State Criminal Alien Assistance Program. That is where
we go and pick up an illegal alien and put them in our jail with
our police officers, who feed them and take them until we are ready
to turn them over to the INS for shipment or to the Federal Gov-
ernment for shipment back to the country from whence they came,
or try them for the crime that they committed. All of those costs
and the money that we used to get from the Federal Government
have been eliminated from the President’s budget.

Mr. Chairman, just one more mention that I want to make, and
that is throughout the budget, I am alarmed at seeing where we
are actually increasing administrative budgets while at the same
time decreasing on the ground where we see the most good being
done by the expenditure of the dollars. For instance, a constituent
recently brought to my attention that the Small Business Adminis-
tration’s administrative budget is being increased in the President’s
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budget by 20 percent this year, while proposing grant funding for
the actual on-the-ground programs that are being cut, and that is
really where we do the best job for our economy and the future
businesses that we have in our economy. At the same time that we
are cutting many domestic programs that are important, we are in-
creasing our participation and our contributions to the betterment
of foreign countries.

Mr. Chairman, with that, I yield back the balance of my time of
my time.

[The prepared statement of C.L. “Butch” Otter follows:]

PREPARED STATEMENT OF HON. C. L. “BUTCH” OTTER, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF IDAHO

Mr. Chairman, thank you for the opportunity to testify today. Let me begin by
stating my strong support for the principles of budget discipline and fiscal responsi-
bility. I represent a state where balancing the budget is a constitutional require-
ment, and we understand prioritizing needs and paying as we go. I applaud the
President’s efforts to rein in spending and his realization that what we spend here
is not the government’s money—it belongs to the individuals we serve.

With that said, I wish to express serious concerns with certain of the President’s
budget priorities, specifically as they pertain to meeting the legitimate obligations
and commitments of government.

Mr. Chairman, I won’t mince words. I am sorely disappointed with the Adminis-
tration’s budget request for Payment in Lieu of Taxes, or PILT. The authorized level
for PILT funding is approximately $350 million, yet the Fiscal Year 06 request is
for only $200 million. That is $26.8 million less than was paid in Fiscal Year 05.
In fact, the $200 million represents the funding level from 2001.

Clearly that does not rise to the level of commitment that my constituents in
Idaho or anyone in the West expect or deserve. We should be increasing PILT, mov-
ing closer to fulfilling our obligation to make local governments whole. Instead, we
are moving in the wrong direction.

Almost two-thirds of my state’s land mass is controlled by the Federal Govern-
ment. Counties with high percentages of public lands have little tax base to support
such essential functions as police and fire protection and the education of our chil-
dren. It is simply unfair to ask rural citizens whose livelihoods and lifestyles so
often suffer as the result of decisions by public land managers to fund the search-
and-rescue, waste disposal, and court costs for those who come to play on those pub-
lic lands. Congress realized this inequity and created PILT. It is time Congress re-
members the commitment it made to rural communities and fully funds PILT.

I further suggest that the Federal Government seek to reduce its financial impact
on local communities by reducing land acquisitions. It simply does not make sense
for the Federal Government to continue acquiring land when it cannot—or WILL
not—take care of what it already owns. If it really is in the best interest of the gen-
eral public for more land to be added to the Federal domain, then I believe a similar
amourlllt of land should be removed from Federal management and returned to local
tax rolls.

I also am very concerned with the Administration’s proposal to increase Power
Marketing Administration (PMA) rates by 20 percent each year until reaching “mar-
ket rates.” Although the rate increases are described as “gradual,” the impact would
be immediate and devastating. To put a dollar figure to it, this proposal would cost
the Northwest $480 million next year and $2.5 billion over 3 years.

Such a drain on the region’s resources will have a devastating impact on job cre-
ation and economic development, and indeed on businesses and communities large
and small. The net result will be robbing Peter to pay Paul—increasing the short-
term revenue for the Power Marketing Administration at the expense of the long-
term economic health and revenue-generating potential of municipalities, industries
and individuals throughout the Northwest.

Another area of concern for me in the Administration’s budget proposal is protec-
tion of America’s borders. During my time in Congress we have talked a lot about
enhancing national security. However, our inability to control our borders leaves our
country vulnerable to attack and promotes blatant disregard for our laws. Over and
over again we have heard how national security requires communication and co-
operation among all levels of law enforcement, right down to the county sheriff. I
find it particularly disturbing, then, that the Administration again has completely
eliminated funding for the State Criminal Alien Assistance Program, or SCAAP.



47

Each year law enforcement agencies at the state and local level incarcerate illegal
aliens who have violated federal, state or local laws. They do so at their own ex-
pense, often relying on local property tax receipts to cover those costs. Through
SCAPP they can be reimbursed for these imposed expenses. Providing adequate
funding for the program helps ensure effective local law enforcement and fosters
that “team spirit” that we so desperately need to succeed in protecting our national
security. And yet, this successful program has been left unnoticed in the Adminis-
tration’s budget over the past few years.

What bothers me so much, Mr. Chairman, is that while such critical programs
fall by the wayside in the name of fiscal responsibility, the Administration continues
to irresponsibly increase funding for foreign aid. It is as though the right hand does
not know what the left hand is doing. For example, a constituent recently brought
it to my attention that the SBA’s administrative budget has increased by 20 percent
this year while proposed grant funding for actual on-the-ground programs—the ones
that benefit our economy and the American people—is being reduced. The budget
proposal is rife with similar examples.

As it pertains to foreign aid, I am particularly concerned that we continue offering
financial assistance to countries with policies at odds with America’s national inter-
ests. While I support the Administration’s efforts in the Middle East, I am convinced
that we undermine our success by doling out foreign aid indiscriminately to coun-
tries that actively work against us. How can we expect foreign governments to act
responsibly in the broader world community if our own policy fails to hold them ac-
countable even to us? The administration is dramatically increasing funding for
some foreign assistance programs without evaluating their effectiveness or linking
those payments to behavior consistent with America’s goals.

Thank you again, Mr. Chairman, for the opportunity to address these critical
issues of our government’s responsibility to the people we serve.

Mr. CANNON. I think Mr. Bishop would like to speak to the effect
of Payment of Lieu of Taxes and the failure to get funding on our

schools.

STATEMENT OF THE HON. ROB BISHOP, A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF UTAH

Mr. BisHor OF UTAH. Mr. Chairman, I assume you have the
handout that we presented, I would hope, because we have pictures
in there. The testimony will be riveting for you as you read that.

When Utah became a State back in 1896, the enabling act said
the land, the red stuff, 67 percent of my State, would be deeded
to the Federal Government until such time as the Federal Govern-
ment shall, not if or might, but shall, dispose of the lands, and the
schools were supposed to get 5 percent of the proceeds of that. It
is historically typical of enabling acts during that particular period
of time. This concept we have today that simply deals with the idea
of recreational land-owned funds to all of us is a fairly modern
change in the historical purpose for which that land was there.

If you could look at the pictures, and I am hoping you have
these. We brought them here.

Mr. PORTMAN. Here they are.

Mr. BisHOP OF UTAH. There are more pictures.

Let me have you turn to the first one, and I am going to go
through these quickly. Shows the percent change in projected en-
rollment, which simply means those of us west of the Rocky Moun-
tains have all the kids. You guys don’t. That presents the problem.
You can see the same thing if you look at the map of the land
there.

Go to the third one, with is pupil-per-teacher ratio, and you find
out those in the West have larger classes than those of you in the
East.
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Percent change in expenditures per pupil. Those area where edu-
cation is growing slowest happens to be in the West. If you want
the bar graph right after it, our education funding is at 28 percent.
Those east of the Rockies is growing at 57 percent.

There happens to be a common denominator in all of these
things. Go to the one that says Annual Property Taxes Lost to Pub-
lic Education. If that red property were able to be taxed, my State
would have $160 million more for the education budget each year.
I have two kids in high school. The Federal Government is hurting
my kids.

As you can see by all of these, the common denominator is the
West, where there is massive amount of Federal lands, do not have
as much money for education as the rest of the Nation does, even
though as you keep looking through these, you will find out we
have a higher tax burden and a higher commitment to education.
It is—the bottom line deals with the amount of land that happens
to be there.

We also have the problem, and I am glad the individual is not
here, but one of the constituents of a committee member came to
my State for recreation purposes on this public land. Now, anyone
in Utah knows that you don’t go into the black box area. He de-
cided to go tubing in that area. Emery County had to retrieve the
body of one of your constituents, and it spent our entire emergency
funds for that one individual.

There are expenses incurred by Western States because of Fed-
eral land that supposedly belongs to all of us. The PILT issue goes
right to the heart of this. If you look at the very last picture, it
shows you what we have been paying in PILT. PILT is not welfare
for the West. It is rent that is due by the Federal Government so
we can maintain services that every other State has.

Actually there is one cute one you have to see. If you go partway
in the middle, it is called Land Ownership. If you block out what
you all own, you will see that the West is almost totally blocked
out, and you can compare it to what the Federal Government owns
in your particular States.

What we are asking for is the same thing. There needs to be full
funding of PILT. Our children are being harmed and our citizens
are being overtaxed because the Federal Government will not allow
us to develop our land. If you want to give us the land back, we
might work something out, but until that time, there is rent that
is due with PILT.

Secondly, as Representative Flake said, there is $154 million in
additional funding for land acquisition. There is too much. There
has already been 5 million acres identified by the BLM that needs
to be eliminated, be vacated. And also there is EPA funding—that
last page of my testimony that needs to be eliminated from the
budget, looking at disposal lands that are excess.

With that, Mr. Chairman, as the third Ranking Member, let me
say I am realizing I am the last as well, let me save whatever time
I have to Representative Cannon. I am done.

[The prepared statement of Rob Bishop follows:]
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PREPARED STATEMENT OF HON. ROB BISHOP, A REPRESENTATIVE IN CONGRESS FROM
THE STATE OF UTAH

Mr. Chairman, thank you for providing time to individual members to testify on
behalf of their priority issues before your committee. As a member of the Congres-
sional Western Caucus, I appreciate your past interest in issues impacting the West.
I am motivated to testify today due to several inadequacies in the Administration’s
FYO06 budget.

For decades, the American West has borne the burden of the Federal Govern-
ment’s vast land holdings, resulting in less money available for education, law en-
forcement, healthcare, emergency services, etc. As I've looked through the Adminis-
tration’s FY06 budget, unfortunately I do not see this burden on the West less-
ening—I see it increasing.

Payment in Lieu of Taxes or PILT was created to help offset the tremendous cost
to the counties from Federal ownership of lands. Sadly the Administration has re-
duced by $26 million this year’s PILT allocation, referring to it as a non-priority in
the budget—I am offended.

The Federal Government owns over 65 percent of the land in my home state of
Utah. This disparity in ownership is the contributing factor to Utah and the West’s
poor showing in annual expenditures on public education when compared with the
Eastern United States. Utah and most Western states have tax rates that are equal
to or greater than most Eastern states. Additionally, Utah spends over 41 percent
of its annual budget on public education. However when it comes to per pupil ex-
penditures, we are close to the bottom. So what gives? Frankly, this is attributable
to the Federal Government ripping off the West each year by under-funding PILT
while still increasing its public lands portfolio. This is demonstrated well in this
year’s budget as the Federal Government’s insatiable appetite to acquire more land
is well funded at $154 million.

Mr. Chairman, the Administration’s budget priorities, when it comes to public
lands in the west, are perverse. I would argue their budget priorities actually harm
the children in my state by shortchanging public education. By increasing Federal
ownership of lands, they’re reducing the amount of taxable land and increasing the
burdens on our rural counties. I make no apologies when I say that, in effect, the
Federal Government has become an absentee slumlord—zealously and unnecessarily
holding onto ownership of public lands while squeezing off financial assistance to
nearly broke Western counties. Western counties are increasingly finding them-
selves in the difficult situation of determining which critical services to fund and
still fulfill the various Federal mandates placed upon them.

Some points to be made regarding PILT:

a. The proposed 2006 Budget only funds PILT at $200 million, a $26 million de-
crease from last year and more than $140 million short of the fully authorized level.

b. The proposed FY 2006 budget ironically provides more than $154 million for
new Federal land acquisition, which would create an additional funding burden for
the PILT program.

c. Over the past 10 years, the PILT program has always fallen short of the au-
thorized level averaging $155 million, while over the same time period Federal land
acquisitions funding has averaged more than $347 million.

The Federal Government owns more than 670 million acres, almost one-third of
the land in the United States

As recently as April of 2004 the General Services Administration identified more
than 5 million acres of Federal lands as “vacant” with no Federal purpose.

As we consider the disparity in PILT funding and land acquisition funding let us
remember President Bush has talked of creating an “Ownership Society.” However,
we live in a country where the Federal Government is the largest possessor of
wealth and property rather than empowering our people with these gifts.

Absent a change in Administration policy, I encourage the following to restore eq-
uity to rural western counties:

¢ Fully fund PILT.

¢ Cut Federal funds for land acquisition and transfer them to PILT. The Federal
Government should not be in the land acquisition business.

e Eliminate EPA discretionary grants. These are controversial grants which
should no longer be awarded.

Mr. Chairman, I am passionate about this issue. Again, I appreciate the oppor-
tunity to testify before your committee. As you draw up the parameters for the FY06
budget, I sincerely appreciate your favorable consideration of the remarks and state-
ments made by me and my colleagues from the Congressional Western Caucus.
With your help, we can reign in the unnecessary spending on further land acquisi-
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tion, questionable Federal grants, and restore equity to the West. With that, I yield
back the balance of my time.

STATEMENT OF THE HON. CHRIS CANNON, A
REPRESENTATIVE IN CONGRESS FROM THE STATE OF UTAH

Mr. CANNON. We will go ahead if you like, and I will be quick.
Just a couple of points on PILT. You can tell there is some inten-
sity here. The intensity is we are taxing our people all over the
West and spending less on education than anybody else in the
country. And the reason for that—and if you look to the charts, you
will see the compelling case. And the reason for that is because of
public lands. We have the Soviet-style red block in the Western
United States. People want to move to rural parts of America. And
so when I moved in my house 18 years ago, we had about 3,000
people in my little town and lots of open spaces. Today there is no
rriore open space after 15 years, and the town is about 15,000 peo-
ple.

We have a problem or an opportunity in America where people
want to move to less urban areas. They want to have the opportu-
nities that high tech and broadband give them, and they can do
that today, and we need to make that attractive to them. You can’t
do that when the tax burden is such that your schools in these
rural areas are underfunded and they have great difficulty.

The fact is most people think, and I have heard many of our
Northeastern friends say, these public lands belong to all Ameri-
cans, and the answer is that is right. Pay the fee.

I just have to say that this is a vitally important issue. There are
other places for this money to come from, including the land acqui-
sition, which I think is about $154 million. We don’t need more
land if we are not going to pay for it. And secondly, you have the
EPA discretionary grants that total about $400 million.

If I might now shift gears to another issue, there is an organiza-
tion called the Administrative Conference of the United States. It
was the only program that was phased out in 1996, I think igno-
rantly so. We had in my committee, the Committee on Commercial
and Administrative Law, a hearing at which both Justice Scalia
and Justice Breyer attended. Both of them were remarkably sup-
portive. I think this is the only time we got two Justices this cen-
tury in the House in a hearing. They pointed out that this com-
mittee or this Conference has saved massive amounts of money. In
one case, in one issue with the Social Security system, they saved
$85 million.

This is a group that has been reauthorized last year to be a
group of judges, private lawyers, and government regulatory law-
yers who get together, people of high esteem like Justice Scalia and
Justice Breyer—I think Justice Scalia was the Executive Director
for a while—and they look at the system and say, how can we
make the system work better?

We are looking for $3.1 million to fund that. Let me suggest that
I don’t think that we can spend that kind of money better any-
where on earth. We need to be dealing with science and how
science is used in regulation.

We need to deal with the litigation that happens over permits.
This group came up with the negotiated regulation process. We
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need them to come up with a negotiated permitting process so that
we get people’s views while we are looking at cutting timber, and
not after the permit has been issued and tying it up in litigation
for years.

If we want to have healthy forest initiates, it is a problem over
the whole country. So we are hoping for that addition to PILT,
which I cannot overstate the intensity of emotion on this issue for
all the western Members. I chair the Western Caucus. That is a
very large number of western Congressmen, and we are deeply con-
cerned about that.

And in addition to that, all Americans in the Western Caucus in
particular would like to see the Administrative Conference re-
funded. Now, it has been reauthorized. It needs to be funded so
that we can get the benefit of the wisdom that those people give,
by the way, for free. That $3.1 million is the cost of administering
it. These are wonderful attorneys who contribute their time to that.

And with that, I yield.

[The prepared statement of Chris Cannon follows:]

PREPARED STATEMENT OF HON. CHRIS CANNON, A REPRESENTATIVE IN CONGRESS
FROM THE STATE OF UTAH

It is a pleasure to testify today before Chairman Nussle and the House Budget
Committee. I am testifying today to ask your support in funding the recently en-
acted “Federal Regulatory Improvement Act of 2004” at the authorized level of $3.1
million in the FY'06 House Budget Resolution as well as issue support for the full
funding of Payment In Lieu of Taxes (PILT).

The Federal Regulatory Improvement Act, (Public Law 108-401) reauthorizes the
Administrative Conference of the United States (ACUS). ACUS was originally estab-
lished in 1964 as the government’s advisor on administrative procedures, but was
de-funded in 1996. Last year, the House Judiciary Committee held hearings on
whether ACUS needed to be reauthorized. At two separate hearings, the Committee
garnered unanimous support from those testifying as well as the Members of the
Committee that the reconstituting of ACUS would inject efficiency and fairness into
the regulatory process. With the investment of $3.1 million ACUS would save, in
Zome estimates, billions of dollars by streamlining the regulatory agencies and their

ecisions.

Over the course of its 28-year existence, the Conference issued more than 200 rec-
ommendations—some of which were government-wide and others that were agency-
specific. It issued a series of recommendations eliminating a variety of technical im-
pediments to the judicial review of agency action and encouraging less costly consen-
sual alternatives to litigation. The fruits of these efforts include the enactment of
the Administrative Dispute Resolution Act in 1990, which established a framework
for the use of ADR.

In addition to this legislation, ACUS served as the key implementing agency for
the Negotiated Rulemaking Act, the Equal Access to Justice Act, the Congressional
Accountability Act, and the Magnusson-Moss Warranty-Federal Trade Commission
Improvement Act. The Conference also made recommendations regarding implemen-
tation of the Congressional Accountability Act. Further, ACUS served as a resource
for Members of Congress, Congressional Committees and the Executive Branch.

With respect to specific agencies, the Conference, for example, during the 1970’s
undertook an exhaustive study of the procedures of a single agency—the Internal
Revenue Service—which resulted in 72 proposals concerning the confidentiality of
taxpayer information, IRS settlement procedures, and the handling of citizen com-
plaints, among other matters. The IRS ultimately adopted 58 of these recommenda-
tions.

According to the Congressional Research Service, there are growing patterns of
evasion among agencies with respect to notice and comment requirements. An in-
creasing number of regulations are being successfully challenged in the courts. An
informal study by CRS indicates that 51 percent of these rules were struck down
by the courts. Needless litigation hurts everyone—it slows the rulemaking process,
encourages agencies to try to circumvent public comment requirements, and costs
taxpayers millions of dollars.
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Another serious area of concern is the need to have a coherent approach among
the agencies with respect to emerging issues and technologies. These areas include
issues dealing with privacy, national security, public participation, the internet, and
the Freedom of Information Act. There are also concerns about the need to have
peer review and to have regulations based on sound science. Our people and busi-
ness communities depend upon Federal agencies to promote scientific research and
to develop science-based policies that protect the nation’s health and welfare. Inte-
gral to the Federal regulatory process is the need to assess the safety, public health,
and environmental impact of proposed regulations. Regulations lacking sound sci-
entific support can present serious safety and health consequences as well as cause
private industry to incur unnecessary and burdensome expenses to comply with
such regulations.

Restoring the Conference would provide a cost-effective, yet highly valuable solu-
tion to these problems. It is my hope that the Budget Committee will support this
request and move the government toward a more efficient regulatory system.

Another issue of importance to me is sustaining a vibrant western economy. This
is a key priority for the Congressional Western Caucus of which I am the Chair.

I commend the President for providing funding for the Healthy Forests Initiative
and Cooperative Conservation Programs.

However, I am deeply concerned about the Payment-in-Lieu-of-Taxes program, or
PILT, which provides payments to local counties that are unable to draw tax rev-
enue from Federal lands in their jurisdictions. PILT payments help to fund essential
services such as environmental compliance, law enforcement, health care, education,
firefighting, and search and rescue operations.

Twelve western states have more than 25 percent of their land owned by the Fed-
eral Government and four states are more than 60 percent federally owned. This
creates a huge strain on Western economies because they do not have the same op-
portunity to earn tax revenues as other states do.

The PILT program is intended to make up for that shortfall in tax revenues how-
ever, over the past several years it has been grossly under funded. Although the
PILT program has been authorized at $340 million, the President’s budget only calls
for $200 million in FY 2006. This is a decrease of $27 million from last year’s appro-
priated level and more than 40 percent less than what is authorized.

Ironically, the President’s budget provides more than $154 million for new Federal
land acquisition, which would create an additional funding burden for the PILT pro-
gram. If we can’t make payments on the land we already own, why are we proposing
to acquire more land? It seems to me, that the budget proposal submitted to Con-
gress got this one wrong.

Making up the shortfall in the PILT program can and must be accomplished. I
maintain that cutting Federal land acquisition funds as well as EPA discretionary
grants could easily fund the difference.

Every year the EPA makes more than $400 million in grants to various non-profit
and educational partners. However, over the last decade, EPA’s grants program has
been best known for mismanagement.

One illustrative example is the fact that under EPA’s management, in FY 2004
more than $337 million in grants went to non-profits, some to environmental organi-
zations that spent more than $18 million in political activities during the 2004 elec-
tion cycle. Even worse, last year, the EPA’s Inspector General noted that one
group’s grant funding allocated for work on projects under the Clean Air Act was
spent by the group’s lobbying organization—in direct violation of the law.

Given the current economic climate and the considerable amount of taxpayer dol-
lars appropriated every year for the Environmental Protection Agency and the De-
partments of Agriculture and Interior, we must use utmost care to ensure that
hardworking American dollars are wisely spent.

This request for PILT is consistent with language in last year’s budget resolution
where the Committee stated that the budget could accommodate full funding of the
PIL(.iT program and that further reductions in Federal land acquisition should be
made.

Again, I'd like to thank Chairman Nussle and the Committee for this opportunity
to testify.

Mr. PORTMAN [presiding]. Why don’t we break here for questions
for the group that just testified, and then we will start with Mr.
Porter, who has separate time.

First of all, gentlemen, we appreciate your testimony. And, Mr.
Cannon, you have explained the PILT issue well. You have been a
real leader on this over the years. Basically, Mr. Flake and Mr. Ot-
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ter’s suggestions as well as yours, Mr. Cannon, on constructively
coming up with an offset, which is basically consistent with your
philosophy that we should not be putting more pressure on the
schools, taking out of the acquisitions to fund the PILT adequately.

I know that Mr. Bishop is a former schoolteacher. I did not know
that he also specialized in analysis and probability and statistics,
but great charts. I mean this is a very impressive presentation of
the issue in a stark visual way.

The question I would have for you all with regard to the Pay-
ment in Lieu of Taxes program is, if indeed it was funded to the
extent of its authorization, would that solve the problem that you
have laid out in your presentation?

Mr. CANNON. Let me just answer. There is never going to be
enough money for these rural areas, because they are deprived of
virtually everything by Federal ownership and Federal regulations.
If you look at that chart, you will see that the Federal Government
has committed in law many, many streams of funds to these peo-
ple. PILT is only one of these streams of funds.

The full funding level of PILT is appropriated at this point in
time. But clearly more money has to come to pay the costs imposed
on those counties in the West. And frankly we would just love to
see them sold and get the percentage of money that would come to
the States when those lands are sold or otherwise diminished in
size, diminished in dominance, so if they get sold the States get to
tax them in addition to getting a percentage of the sales.

So the issue is complicated. There are several streams of funds
that are directed. PILT, in our perception, is the first thing that
we need to do, and we just absolutely need to do that one as a fix
to the matter so that our counties can count on the revenue stream
in the future, then if they have more money coming or more pri-
vate land that is available to tax that that is good and well.

Mr. BisHOP OF UTAH. Mr. Chairman, if I could also add, as far
as the education component, if indeed the enabling acts were hon-
ored and the amount of money from a disposal were given to the
States and/or they also had an ongoing revenue stream from the
amount of money that would be on the lowest of the tax levels, you
would see the disparity that is obvious between the West and the
East disappear.

Obviously there is never enough money to do everything you
want to do, but it would bring equity between those who are non-
Federal land States and those who are Federal land States in the
area of education if those two actions were taking place.

Mr. PORTMAN. Thank you, Mr. Cannon. I would like to turn to
Mr. Cueller for questions.

Mr. CUELLER. I don’t have any questions, but I do appreciate it.
I understand, I used to do with budget for the State of Texas when
I came to public education. I understand the difficulties if you do
not have that particular resource. So I understand your argument.
I agree with the arguments on that. Thank you.

Mr. PORTMAN. Mr. Conaway.

Mr. CoNAWAY. No.

Mr. PORTMAN. Gentlemen, thank you very much for your testi-
mony. We will now, in the order of which people came to the hear-
ing today, we will go to Mr. Porter. Mr. Porter, it sounds like some
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of the issues you were planning to raise have already been raised.
You did have separate time on our schedule. So you are entitled
to it, and we look forward to your testimony.

STATEMENT OF THE HON. JON C. PORTER, A REPRESENTA-
TIVE IN CONGRESS FROM THE STATE OF NEVADA

Mr. PORTER. Thank you, Mr. Chairman. I will concur with my
colleagues from the West, and I will save the committee’s time at
this point on some of these issues. But I do agree with and appre-
ciate their presentation.

I support the President and this Congress looking for ways to
eliminate waste, fraud, and abuse. I think we can spend hours
talking about areas where Federal dollars are being wasted, but we
can save that for another time.

However, I do disagree with one of the proposals by the White
House that has to do with the funds that are being received from
the sale of public lands in Southern Nevada. My colleagues, Mr.
Gibbons and Mrs. Berkley, touched upon it earlier.

According to the proposal, there may be a 70-percent reduction
in the funds under the Southern Nevada Public Lands Manage-
ment Act that will remain in Nevada. These are lands that are sold
in Nevada. These funds were brought together in a collaborative ef-
fort by the Senate, both Democrats and Republicans in the House
of Representatives, and all of the funds that are being appropriated
and invested in our community are approved by the Secretary of
the Interior and signed off based upon Federal standards and Fed-
eral laws.

And there is very little land left. This program has certainly been
an asset for the State of Nevada, and the value of this land has
increased substantially. That value has increased because of the in-
vestments that we have made, as a community and as a State, to
improve our quality of life in Nevada.

The funds for these projects are substantial—global—and they
impact every State in the Union. The funds from the sale of public
lands in Nevada are going to protecting Lake Tahoe, which is a
treasure for the country; Lake Mead, one of the largest national
recreation areas in the country; Red Rock Canyon; Sloan Canyon;
to make sure that we do things like protect Indian artifacts and In-
I(iian history, and to the implementation of the Endangered Species

ct.

Yes, the funds are helping our community, but also helping the
country as a whole. Although we are a State of about 2.2 million
people, we had about 40 million tourists last year, and visitors ex-
plore into our community from all over the country and world. Add-
ing to that the fact, properties that are being sold—in some cases
up to 2,000 acres at a time—and are creating communities the size
of 70,000 or 80,000 new people a year.

Think about that, Mr. Chairman, new communities of 70,000 to
80,000 new people a year.

With this growth comes major demands not only on our infra-
structure, but also on our public facilities that are certainly a part
of the Federal program. The fact that we are using Federal dollars
from the land sales is actually saving the country money, because
instead of us having to come to the House and to the Senate to ask
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for funds for some of our programs, for our natural historic re-
sources that are federally controlled, we are using dollars that are
generated in Nevada from the sale of lands in Nevada.

Mr. Chairman, I would ask that we find, and I know that our
delegation will be happy to find areas of waste, areas of abuse
where additional dollars may be available help this budget. How-
ever, this is an area that we are being penalized for being frugal.

We have spent our money wisely through the process that was
established through regulation and through enactment of this
House and the Senate, and I know that we also have additional
programs that are budgeted based on these funds for future alloca-
tions. I would like to submit additional information, if you do not
mind, Mr. Chairman, after I conclude my presentation so I can
keep it brief.

Mr. PORTMAN. Without objection.

Mr. PORTER. I would also like to state that I remain adamantly
opposed to Yucca Mountain. We want to make sure, as my col-
leagues have mentioned, that Congress retains control over the
budgetary process in the oversight of Yucca Mountain. I know the
question earlier was asked what we really wanted to do with
Yucca. We would like to close it down, but we also want to make
sure that Congress remains in constant oversight of the project.

So, Mr. Chairman, that is a brief overview. I will be submitting
this information. But I think that this is a program that is a model
for the country and a model for Washington on how funds are
spent wisely to make sure that public facilities, Federal facilities
are taken care of, and maintained and properties are protected in
Nevada.

With that I say thank you, Mr. Chairman.

[The prepared statement of Jon C. Porter follows:]

PREPARED STATEMENT OF HON. JON C. PORTER, A REPRESENTATIVE IN CONGRESS
FROM THE STATE OF NEVADA

Mr. Chairman, I would like to take a few minutes to speak today about issues
of great concern to my constituents and me in Southern Nevada.

First, I would like to state that I am fully supportive of this Committee and Presi-
dent Bush in their efforts to reduce the Federal deficit. I am in lock-step with all
of you in making sure that our taxpayers’ dollars are used efficiently, and I am com-
mitted to helping you all in this effort.

However, in pursuing this ideal, I believe that within the 2005 Budget was a
grave error, which is why I am here speaking to the Budget Committee today.

In 1998, Senator Richard Bryan and Congressman John Ensign crafted a bipar-
tisan and bicameral bill known as the Southern Nevada Public Lands Management
Act (SNPLMA). When SNPLMA was signed into law, its intent was to allow for the
disposal of public lands in Clark County, Nevada, and to provide for the acquisition
of environmentally sensitive lands within the state. The money raised from these
land sales is divided between the State of Nevada’s General Education Fund (5 per-
cent), the Southern Nevada Water Authority (10 percent), and the remaining 85 per-
cent is dedicated to a Federal account for environmental projects, such as develop-
ment of parks and trails, conservation initiatives, land acquisition, and a multi-spe-
cies habitat conservation plan in Clark County, Nevada.

Before going into how SNPLMA has benefited Southern Nevada, I want to take
a moment to explain how the funding mechanism under SNPLMA works. Every
year since being passed into law, local, state and the Federal agencies work together
to determine which projects, sales, and acquisitions will occur. Once approved by all
stakeholders, this list of projects is sent to the Secretary of Interior for approval.
All funds generated from these projects and sales then go into a special fund to be
used for Federal purposes within Nevada, as specified within the law.

The goal of SNPLMA is to protect and preserve Southern Nevada for future gen-
erations. Since being signed into law, SNPLMA has been amazingly beneficial in
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meeting Federal obligations in Clark County. Funds generated from SNPLMA have
helped pay for capital improvements at Lake Mead National Recreation Area, Red
Rock Canyon National Conservation Area, Spring Mountain National Recreation
Area, Lake Tahoe, and other lands administered by the Department of Interior.
These funds have paid for the development of much-needed parks and trails in this
quickly-growing community, and SNPLMA funds have helped in building and main-
taining visitor facilities in some of the most visited national parks and conservation
areas in the nation. Further, some of these funds have already been committed for
long-term use, such as $300 million going to Lake Tahoe over 10 years in order to
help preserve and protect Lake Tahoe for future generations.

In the President’s budget proposal exists a provision that could divert seventy per-
cent of the funds generated under SNPLMA. As a Member of Congress who rep-
resents many of the people and lands that have benefited from SNPLMA, I am firm-
ly opposed to this provision, because I believe that since these funds were generated
in Southern Nevada, they should stay in Southern Nevada for federally beneficial
projects. Although no one in the 106th Congress could have imagined how successful
this program has been, Clark County has been able to use these much-needed funds
to improve and conserve our lands for both locals and tourists alike. It was the
Southern Nevada community that helped to increase the economic value of these
lands, and I believe that Southern Nevadans should be able to help make sure that
their children’s children can enjoy areas like Red Rock Canyon, the Spring Moun-
tains, Lake Mead, and Lake Tahoe someday. In other words, these funds are self-
generated, as opposed to being derived from taxpayers’ dollars, and do not add to
the Federal deficit.

As a Congressman who represents a state with approximately ninety percent Fed-
eral land, I am here to say that SNPLMA, through the sale of Federal lands where
revenue is dedicated to the Federal projects in this area, helps to “free up” Federal
dollars for other areas, such as the Florida Everglades, Yosemite and Yellowstone
National Parks, and our Grand Canyon. This law also allows Southern Nevada to
use SNPLMA, as opposed to Federal, dollars to protect endangered or threatened
species. We simply do not need to rely as strongly on other Federal funding sources
to support all of the Federal lands we have in Southern Nevada. This bill is smart
for both Nevadans, and every single person who uses our Federal parks and lands
and enjoys its native species, as it helps to ensure that our Federal lands and spe-
cies throughout the United States are protected.

It would be different if this bill was coming at the expense of the American tax-
payer. However, SNPLMA is fiscally responsible, and environmentally friendly. Al-
though I am in favor of reducing our Federal deficit, I believe that these cuts should
come at the expense of wasteful programs, as opposed to SNPLMA.

Mr. Chairman, the entire delegation is united on this effort. I respectfully ask you
to consider the benefits of SNPLMA, and the negative impacts this budget proposal
will have, as we determine where our Federal dollars will go next year.

Another section in the President’s Budget that I am concerned with is the so
called “deadbeat dads” issue. This idea was first raised by the Clinton administra-
tion in 1994 and again in 2000. The Bush administration proposal would capture
gaming winnings of non-custodial parents who have not paid their child support.
Each time an individual’s winnings triggered completion of an IRS W2G form, em-
ployees of gaming establishments, including casinos, horse and dog tracks, and loca-
tions where the lottery, jai alai and keno are played, would be required to check
a Federal database to determine if the customer was delinquent in owing child sup-
port.

This “deadbeat dads” proposal has a commendable goal but uses dubious tactics.
First and foremost, no one condemns any effort to avoid child support payments
more than I do. But mandating the gaming industry to garnish winnings from those
listed in a government database raises serious privacy questions. Additionally, the
creation of what would amount to a new Federal bureaucracy to process this infor-
mation would only seem to compound the potential for mistakes and misuse of sen-
sitive information. Instead we should provide the individual states and localities
with the resources they need to locate and penalize those who are delinquent on
their child support payments.

Mr. Chairman, I would like to thank the Committee for the time and opportunity
to allow me to speak on these issues that are so near and dear to my constituents
and me. I am happy to answer any questions.

Mr. PORTMAN. Thank you, Mr. Porter. We appreciate your leader-
ship on the Yucca Mountain issues over the years, and also your
leadership now on looking at these public lands issues, including
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the Southern Nevada Public Lands Management Act. Thank you
for your testimony today. Mr. Cuellar.

Mr. CUELLAR. No questions.

Mr. CoNAWAY. Mr. Porter, help me understand Yucca Mountain.
I am new to this process. What is Yucca Mountain other than dirt?

Mr. PORTER. Mr. Chairman, I am not sure where we should
begin here. Yucca Mountain, in a nutshell, is an area of disposal
proposed for Nevada for all high-level nuclear waste. This waste is
set to travel through your communities, and our communities, to
a site about 100 miles north of Las Vegas where thousand and
thousands of tons of high level nuclear waste to be stored at a facil-
ity that the State of Nevada is adamantly opposed to. But, unfortu-
nately, there are a number of other States that would like to send
their waste into our community, and we have been fighting, will
continue to fight this. From a States’ rights perspective, we are
adamantly opposed, but also for safety reasons. It is an untested,
unproven science; facilities that are being built have yet to be test-
ed. So it is a major, major concern for us and has been for years,
and we are adamantly opposed and will continue to be.

Mr. CONAWAY. It is underground storage?

Mr. PORTER. Yes.

Mr. CONAWAY. There is a similar one in Carlsbad.

Mr. PORTER. We would like to send the rest of the waste to
Carlsbad. It is a different level of waste. These are spent nuclear
rods from power generation, but also military grade nuclear waste.
But we would love to send the balance of this waste into Carlsbad,
and I would work with you on this.

Mr. CoNAWAY. We have a low level one planned in Texas. I also
understand that folks in Andrews see it as an economic develop-
ment issue. They see the other side of the coin, that there is an
opportunity here to grow jobs in Andrews, Texas, using safe
science, using science as best we know to dispose of this stuff. But
this is low level, an entirely different realm of risks than what you
are talking about.

Mr. PORTER. Thank you for your question. This is a science that
is untested. Nevada is being used as that testing ground for stor-
age, and we are concerned for our children, and for our families,
with its transportation and burial. Thank you for asking.

Mr. PORTMAN. And again, Mr. Porter, your full statement will be
made part of the record. We have one final question from Mr.
Cuellar.

Mr. CUELLAR. Mr. Porter, just a question on your testimony. I
just want to get your thoughts on the deadbeat dads. I think you
are saying we agree with the goal, it is just the way you want or—
I think you disagree with the system or the way it is supposed to
be collected. That is the privacy issue.

Are you saying that this is pretty much a State issue instead of
Federal issue, because I think we agree that we ought to do some-
thing about the deadbeat dads that we have out there. I just want
to see if you can elaborate a little bit more on the procedure you
want to follow.

Mr. PORTER. Thank you. It is in my backup testimony. I appre-
ciate your bringing it up. I think deadbeat dads should be busted
and we should use every available means to make sure that they
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take care of their children and their families. It is unacceptable
that we have deadbeat parents whom are not taking care of their
responsibilities. Our concern is that the private sector in this in-
stance would be asked to be the law enforcement agency.

I think that we should help and encourage local governments
who are the experts at law enforcement, and do everything we can
to encourage and to help them in the collection, whether it be tech-
nology driven through the court system. But when you get into the
private sector, asking the private sector, again, whether it is a car
dealership or a resort in Nevada or a resort in Ohio or Texas, it
crosses into a whole other realm, where we think that we should
help law enforcement as a Congress, we should help local govern-
ment, but the private sector getting into collection and into law en-
forcement I don’t think is an appropriate means. And then there
is the privacy issue. But I think, more importantly, it is the issue
that we should help local government do what they do best.

Mr. PorTMAN. Thank you. Mr. Simmons, we look forward to your
testimony. You have 10 minutes.

STATEMENT OF THE HON. ROBERT SIMMONS, A REPRESENTA-
TIVE IN CONGRESS FROM THE STATE OF CONNECTICUT

Mr. SiMMONS. Thank you, Mr. Chairman, and I thank Mr.
Cuellar and Mr. Conaway for their attention and their interest in
participating in these hearings, and I commend them on their en-
durance.

I come before you this afternoon as the new chairman of the Sub-
committee on Intelligence, Information Sharing and Terrorism Risk
Assessment of the new Homeland Security Committee, now an “A”
level permanent committee of the House of Representatives.

I would ask unanimous consent that my full testimony be in-
serted into the record as read, and then I would like to summarize
it.

We all remember, Mr. Chairman, the events of 9/11, especially
those of us who were here in this Capitol on that day, and we re-
member the terrible intelligence failures that resulted in the loss
of over 3,000 innocent lives.

The 9/11 Commission report detailed these failures in great de-
tail, and then called upon all of us to, “create something positive,
an America that is safer, stronger and wiser.” I believe the creation
of the Department of Homeland Security and a permanent com-
mittee of Congress to oversee that department is part of the effort
to create something positive.

I also believe that intelligence reform is part of that effort, and
the subcommittee which I chair will try to oversee the creation of
an intelligence capability in the Department of Homeland Security
that makes us “safer, stronger and wiser.”

We all have a common goal. We want our homeland and our
loved ones to be safe, but we also know that we can spend every
dollar in the budget, we can search every traveler, we can inspect
every shipping container and still fail to prevent another attack.

The Chinese built the Great Wall at great expense, but it failed
to keep the Mongol hordes out of China. In the 1930s the French
built the Maginot Line at great expense to exclude the Germans,
but it also failed. So we have to be wise in our choices.
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And good intelligence gathering and good intelligence sharing
helps us to be wise. Before 9/11, we did not have the capacity to
connect the dots because our sharing and our analysis and our re-
action was inadequate. Since then we have made a lot of progress
toward integrating our intelligence activities, sharing information,
and focusing on the terrorist threat. And that threat is very real.
It was real 3 years ago. It is real now.

Just last week the media reported on an intercepted communica-
tion between Osama bin Laden and Abu Musab al-Zarqawi, reit-
erating the desire of al-Qaeda to target the U.S. homeland, and
that report coincided with Homeland Security Deputy Secretary
Loy’s testimony, “al-Qaeda has considered using the southwestern
border to infiltrate the United States.” I note that two of our Mem-
bers at the dais are from Texas, and that infiltration is a real risk
and a real danger to you and to your people.

Good intelligence gives us the eyes and ears to see and hear
those who would do us harm, and at the same time good intel-
ligenlce allows us to preserve and protect the civil liberties of our
people.

Now, moving quickly to the budget requests for the Information
Analysis and Infrastructure Protection for fiscal year 2006, $873
million has been requested by the President. This represents a de-
crease of $20 million below the fiscal year 2005 levels, but a sub-
stantial number of the activities within Information Analysis have
increased. We simply have transfers of some activities and consoli-
dation for savings.

But my point is this: It is essential that the Congress support the
Department and support the administration in its request and not
make any cuts so that information analysis can continue to expand
its important work in this vital area.

We have requested and we support a request for an increase of
$12 million in the homeland security operations center. This is the
heart and soul of what we are trying to do in homeland security.
We have $5.5 million for information sharing and collaboration. An
additional $20 million for 173 full-time equivalent employees is
also requested.

Do you realize that they are not fully staffed? Do you realize that
our information analysis capabilities in the Department of Home-
land Security are lacking literally hundreds of personnel and that
when we identify people to hire it takes upwards of a year and
maybe longer to clear them?

This is a huge problem, and this is something that we have to
focus on very carefully. A lot of the offices downtown are empty,
and this is inadequate to the task that we have before us.

We have also tried to spend the money smarter. The Information
Analysis budget transfers $53 million in buffer zone protection
plans to another agency to create a targeted infrastructure protec-
tion grants program which will result in a savings, and there are
additional savings that we have been able to achieve through con-
solidation.

My bottom line is, Mr. Chairman, and the message of this testi-
mony is that we have a new Homeland Security Committee, with
new subcommittees, which include the Subcommittee on Intel-
ligence. We are overseeing a new agency of government that has
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been created to deal with the new security challenges of terrorism
in the American homeland. We think we are making progress in
this regard. We think the moneys that have been requested are
adequate, but we also know that we do not have all of the answers
at this point in time. As our oversight activities continue through-
out this spring and summer we have to be flexible, we have to be
creative. We have to be diligent, because we may have to change
course a little bit here and there to meet the task, and we hope
that this committee will give us the resources that we need to per-
form this important mission.

I thank you for your attention. I would be happy to answer any
questions.

[The prepared statement of Robert Simmons follows:]

PREPARED STATEMENT OF HON. ROB SIMMONS, A REPRESENTATIVE IN CONGRESS
FROM THE STATE OF CONNECTICUT

Chairman Nussle, Ranking Member Spratt, I thank you for allowing me to testify
on the President’s Fiscal Year 2006 Budget Submission to Congress.

As Chairman of the Homeland Security Committee’s Subcommittee on Intel-
ligence, Information Sharing and Terrorism Risk Assessment, I will focus on the De-
partment of Homeland Security’s intelligence and information sharing capabilities.

We all remember the tragic events of September 11th when terrible failures of
our U.S. intelligence community resulted in the loss of over 3,000 innocent lives.
The 9/11 Commission outlined those failures in great detail, and then called upon
all of us to use that tragedy to “create something positive—an America that is safer,
stronger and wiser.”

The creation of a new Department of Homeland Security, and a permanent com-
mittee of Congress to oversee it, is part of that effort to “create something positive.”
Intelligence reform is also part of that effort, and the new Subcommittee which I
chair will try to oversee the creation of an intelligence capability in the Department
of Homeland Security that makes us “safer, stronger and wiser.”

We all want our homeland and our loved ones to be safe. We also know that we
can spend every dollar, search every traveler, inspect every shipping container and
still fail to prevent another terrorist attack here at home.

The Chinese built the Great Wall of China at extraordinary expense to keep out
the Mongol hoards, and it failed. In the 1930’s, the French built the Maginot Line
to exclude the Germans, and it failed. So we have to be “wise” in our choices. Good
intelligence gathering and good intelligence sharing helps us to be wise.

Prior to 9/11, information was not being effectively shared, analyzed and acted
upon. Because of this we were unable to “connect the dots” to prevent 9/11. Since
then, we have made great progress toward integrating our intelligence activities,
sharing information and focusing on the terrorist threat. It is vital that our activi-
ties and capabilities in this area continue to improve. The cost of failure is too high
to consider.

The threat is real. Just last week the media reported on an intercepted commu-
nication between Osama bin Laden and Abu Musab al-Zarqawi reiterating the de-
sire of al Qaeda to target the U.S. homeland. This report coincides with the testi-
mony of Homeland Security Deputy Secretary, Admiral James Loy, that “al Qaeda
has considered using the southwestern border to infiltrate the United States.” And
we know that our enemies’ ambitions do not stop there.

Good intelligence gives us “the eyes and ears” to see and hear those who would
do us harm. At the same time, good intelligence allows us to preserve and protect
the civil liberties of our people.

This being said, the President’s Budget Request for the Information Analysis and
Infrastructure Protection in FY06 totals just over $873 million, a net decrease of
$20.5 million below FYO05 enacted levels. While this includes substantial increases
for certain activities within the IAIP budget, it also involves the transfer of over
$100 million out of the IAIP Directorate due to Department-wide consolidation ef-
forts. In the coming weeks the Subcommittee will closely examine additional
changes for IAIP because of the importance of its mission. The Subcommittee will
pay particular attention to the intelligence and information-sharing functions of
TAIP as well as the Open-Source Intelligence capabilities of the Department.

While we anticipate some changes to the IAIP budget, we believe that these
changes can be accomplished within the top-line DHS budget, so we are not asking
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for an overall DHS increase at this time. But it is essential that Congress support
the Department in this area and not make further cuts so IAIP can continue and
expand its important work in information analysis.

The DHS Information Analysis and Infrastructure Protection Directorate (IAIP)
has a unique role in the Federal Government. Not only does it serve as the “eyes
and ears” of the department, focusing specifically on the threats and vulnerabilities
of the U.S. homeland, but it also establishes vital partnerships with state, local,
tribal and private sector authorities. To accomplish this task, the President’s budget
requests:

* A $12.9 million increase for the Homeland Security Operations Center (HSOC),
one of the major successes of the Department to date. Enhancing this capability will
strengthen information sharing and coordination with Federal, state, local, and trib-
al partners as well as with the private sector.

* $5.5 million for the Information Sharing and Collaboration program, which will
help link together and coordinate information-sharing between IAIP, DHS oper-
ational elements and their state and local partners.

* An increase of $20.5 million to support an additional 73 Full Time Equivalent
(FTE) in IAIP. These new hires will directly support the DHS statutory role of ana-
lyzing information and sharing information, issuing warnings and sharing assess-
ments with Federal, state, local and private sector officials. It is vital that IAIP
make hiring additional personnel a priority.

e A $19.4 million increase for the construction of the Homeland Secure Data Net-
work (HSDN), a secure, classified network for information sharing and collabora-
tion.

In addition to these increases, the DHS budget also strives to spend smarter. For
instance:

* The IAIP budget transfers $53 million in Buffer Zone Protection Plans to the
Office of State and Local Government Coordination and Preparedness (OSLGCP) to
create a Targeted Infrastructure Protection (TIP) Grants program. This will result
in a $3 million savings as a result of the consolidation in OSLGCP.

» The IAIP budget also includes a $41.5 million decrease, transferring the Emerg-
ing Pilot and Technology Application Pilots to the Science and Technology Direc-
torate as part of a broader DHS consolidation of Science and Technology funding.

These are important first steps to save money through consolidation. Over the
course of this year, we can and will do more.

In closing, Mr. Chairman, it is important to reiterate that the Intelligence Sub-
committee of the Homeland Security Committee is engaged in a new oversight role
involving a new agency of government created to deal with the new security chal-
lenges of terrorism in the American homeland. We believe we are making progress
in this vital mission. But we also know that these new challenges will require that
we be creative and flexible in order to preserve and protect a free America that is
“safer, stronger and wiser.”

Thank you. I am happy to respond to your questions.

Mr. PORTMAN. Thank you, Mr. Simmons, for your testimony, and
congratulations on your new chairmanship. Given your background
in intelligence, you are the right person for the task and, as we can
tell by your testimony today, you have a good grasp of some of the
challenges.

I would ask you as a general matter whether you are pleased
with the President’s budget as to Homeland Security generally? He
has an increase in funding, as you know, and within that makes
priorities.

Obviously one of the priorities that you would like to see is not
as high on the priority list as it was in the 2005 budget, but can
you give us a sense of what the overall budget looks like from your
perspective?

Mr. SiMMONS. I will leave it to Chairman Cox to make a defini-
tive statement. I have discussed this issue with him. We believe
that the gross numbers are adequate. As long as there is an oppor-
tunity to move dollars around within those gross numbers, we can
be successful. The administration has been very progressive in al-
lowing increases in this budget. I think the Defense budget is the
only other one that has experienced those increases.
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So, again, we are not looking to spend a lot of money. That is
why I mentioned the Great Wall of China and the Maginot Line.
We are not looking to put a guard on every bridge. We are trying
to be smarter about this. But to be smarter, you have to have good
intelligence, and you will notice that the intelligence budget in the
DHS budget is only about 3 percent of the total. About 3 percent
of the total.

So it is my expectation that there may be some movement within
the gross budget to move some of those figures around as we try
to get our arms around the problem, as we try to get people hired,
as we try to get some of the components of these 22 agencies to
work together better, even to sit together in the same buildings,
which at this point they do not, as we try to conform some of the
personnel systems, and this also is part of the problem.

So the quick answer is, we think the gross numbers are ade-
quate. We would not like to see those reduced, but there may be
some movement within those gross numbers to meet the require-
ments that we face.

Mr. PORTMAN. Thank you. As you know, we will as a Congress
have the ability to reallocate even within a number that we agree
to, which is an aggregate number. I know you will be very involved
in that process.

Mr. CUELLAR. Thank you, Mr. Chairman. Mr. Chairman, again,
congratulations on being a new chairman. I think it is—being from
Laredo,Texas, right on the border, I understand those threats. I
understand why it is so important to be wise or use the smart
ways, because you cannot put an agent in every block or every
bridge across. So it is very, very important that we do this.

But I want to just talk about one, your last paragraph, which is
very important to me. That is, you are talking about your sub-
committee is going to be doing a new type of oversight, and I think
one of the things we need to do here in Congress is have the legis-
lative body provide that oversight on how the agencies are working,
whether they are spending the money correctly, whether we ought
to shift some of those dollars around, have that flexibility, whether
they are creating rules or regulations that are too burdensome or
not working. And that is a role that we ought to play as Congress-
men.

And my question to you is, what is your definition as the new
chairman of Congressional oversight, especially when you talk
about a new agency that just got created? I can understand how
difficult it is, but what is your definition of legislative oversight?

Mr. SIMMONS. A good question. I would first of all say that I had
an experience as a staff director of the Senate Intelligence Com-
mittee a number of years ago in the establishing and the managing
of Congressional oversight of the intelligence community. It was
particularly challenging because the activities of the intelligence
community were secret.

We have a somewhat similar task today. Certain activities of the
Department of Homeland Security must of necessity remain secret
so they can remain effective, and at the same time we have an obli-
gation that the people we represent in that oversight process, and
the people are represented by us, by the Members of the Congress.
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We have budget authority; in other words, we make budget deci-
sions. That is what you are doing here today, and in the next few
weeks, is what we do in our capacity as members of an authoriza-
tion committee. But we also have a responsibility to get out in the
field, to actually see who is working where and what they are
doing, to see how effective they are, to see if these buildings are
empty or if they are full, to see if people are talking, and if their
communications systems are working, to see if they are connecting
from a Federal level down to a county level, because the task of
homeland security no longer involves just the Federal Government,
it involves State governments, it involves county and municipal
governments, it involves vertical and horizontal communication in
a timely fashion.

And I have already made plans for some of these trips. I was in
Mexico a week ago focusing on the cross border issues. And in par-
ticular, lack of work, lack of jobs, population pressures in Mexico
are creating illegal methods of bringing people into this country il-
legally, and those same networks are available to the terrorists.

If somebody is willing to pay a “coyote” $10,000 to get him into
this country or maybe $20,000 or $30,000, they will bring a ter-
rorist into this country. So we have to look at those networks and
try to examine what the best way is to deal with them.

It involves a partnership with the executive branch. But it also
involves a focus on our civil liberties. In doing all of these things,
we do not want to violate the liberties of our citizens in the name
of terrorism or homeland security. So it is a balancing act as well.

It is a difficult challenge, but I think it is something that we
must do.

Mr. CUELLAR. I thank you. It is refreshing to see that type of
definitional approach when it comes to legislative oversight, be-
cause I really think, Mr. Chairman, that we need to reassert that
Congressional oversight at all levels, not only in the budget but in
the committees because, keep in mind that we come and go, but
some of institutional persons, the agencies sometimes have a longer
life than we do. And I think it is very, very important that we pro-
vide that legislative oversight. Thank you.

I know you know the border when you start using words like coy-
ote. Those are the terms and lingo that is used down there.

And the last thing, just to conclude on this, on the border where
I live in Laredo, there have been about 26 Americans that have
gone across and are missing, and we are starting to see some of
those killings on this side of the border. And I am sure that Home-
land Security, it will be your committee, or one of your committees
will start looking at that, because it is a big problem. And I am
worried about that overflow, because you got the MS-13 and some
of those violent gangs are coming over the border, and we are start-
ing to see them. I think just yesterday three men were shot in the
head right on the U.S.-Mexico border. I am talking about on this
side. So you are starting to see that violence coming over, and
Homeland Security certainly needs to play a role in that.

Mr. SiMMONS. It may be that part of our oversight visit to the
borders may involve you and your district.

Mr. PORTMAN. Thank you. Mr. Conaway.
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Mr. CoNAWAY. Thank you, Mr. Simmons, appreciate your service
and the background you bring to the tasks. Given the risks that
should an event happen, you know, God forbid, the amount of criti-
cism of all of us for having not spent immense amounts more on
trying to protect ourselves, there will be no limit to that criticism.

So hearing you say that the top line budget as we understand
the risks, as we understand the plans for protecting ourselves, that
DHS should be able to function within that—and I do agree that
if we wait until the terrorists get to the Rio Grande then we are
sunk. And the role of intelligence gathering worldwide and us then
going after the bad guys where they are hatching those plans, it
is far better than waiting until they wade the Rio Grande River
and come into this country illegally.

With all of that said, you mentioned two things. One, hundreds
of jobs going unfilled, as well as the lengthy time it takes for us
to vet or clear from a security standpoint those jobs. Could you
speak to the length of time it takes? Is that inordinate to protect
ourselves and make sure that we do not hire—and then also, hav-
ing chaired a State regulatory agency for 7%2 years, I know the bu-
reaucrats, when they have empty slots they find someplace else to
spend the money that was allocated for those salaries. And it is
spent on one-time purchases during the timeframe that the slots
are empty. That is one thing, but if they spend that money on on-
going programs and then come back to us and say, well, now I have
got these empty slots that were empty, I have not filled them, I
need more money to pay those folks, can you speak to us about
how—your sense of that happening with these empty slots?

Mr. SiMMONS. First of all, you have a very solid grasp of bureau-
cratic politics. So I thank you for those insights. I think they are
quite correct. The fact is that we have a new agency and a new
mission, and something that Americans have really not had to
worry about for a long period of time. The War of 1812 is the last
time that we had enemy activity, here in Washington, DC. So for
approximately 180 years, the two great oceans provided us with
most of the security we needed. Now we have to look inward, and
this is a new challenge and a new task. Cobbling together 22 orga-
nizations with different sets of rules and regulations is not easy.

Standing up a new intelligence capability means you have to get
people, and the preexisting intelligence organizations of course
have their own people, many of whom are happy with where they
are. You can get some from other agencies, but you can’t fill all of
your slots that way. Assuming you are hiring people that are not
cleared, the clearance process is taking upwards to a year, which
is not unusual, but we need to set priorities to accelerate that. We
do not want the clearance process to be degraded. We simply want
it to be facilitated or speeded up.

And I think that can be done. I have had some experience with
that over the last several years dealing with industrial clearances
for shipbuilders in my district. I think we can work with OPM and
with others to create those priorities. These are some of the things
that I have learned over the last 2 weeks as the chairman, and
these are some of the issues that I intend to focus on. If you need
additional answers to your questions, we would be happy to submit
them for the record.
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Mr. CoNAawAY. I appreciate your comment on the heads up on
understanding the bureaucratic—at the end of the year spend all
of the budget so you do not have to defend not having spent that
on your committee is on point.

Mr. SIMMONS. I an am very familiar with the issue. I am not
aware that that has taken place.

I am not making any accusations, but I have got a staff member
behind me who is taking notes on that. So we will provide that for
you.

Mr. CoNAWAY. Thank you.

Mr. PORTMAN. Thank you. Mr. Shaw, you are recognized for 10
minutes. Welcome to the committee.

STATEMENT OF THE HON. E. CLAY SHAW, JR., A REPRESENTA-
TIVE IN CONGRESS FROM THE STATE OF FLORIDA

Mr. SHAW. Thank you, Mr. Chairman, and I shall not take the
full 10 minutes. I appreciate all of you on a get-away day that are
with us. So glad to be before you and the members of the com-
mittee that are here.

I am here to talk about a subject that is near and dear to my
heart. That is the subject of cancer and finding a cure for cancer.
I am a lung cancer survivor. I might add here that there is not
many of us. Lung cancer is the leading cancer killer among men
and women. Lung cancer kills more people annually than breast
cancer, prostate and colorectal cancer combined.

More than 50 percent of those newly diagnosed with lung cancer
are former smokers or have never smoked before. I may say here
that I haven’t smoked for about 30 or 35 years, and when they took
out and removed the upper left lobe of my lung the doctor said he
could tell I was once a smoker. I think this goes to show that the
damage that you do perhaps as a young person can certainly come
back to haunt you in your adult life.

Overall, one in three women will be affected by cancer in their
lifetime and one in every two men. So you can look to your left and
to your right and you can find that somebody next to you is going
to have cancer if it is not you yourself.

The National Cancer Institute estimates that over 570,000 Amer-
icans will die from cancer this year. This equals 1,500 Americans
per day, or over 1 per minute. We must work together to turn these
statistics around.

I formed, after my lung cancer, the 2015 Caucus with our col-
league Colin Peterson from Minnesota. Both Colin and I had cancer
operations during the same period of time over 2 years ago. This
2015 Coalition, they are Members of Congress who either are can-
cer survivors or have a close relative who battled cancer.

As you may know, the National Institutes of Health has estab-
lished the goal of treating cancer as a manageable disease by 2015.
I think we can do better than that. I think we can actually find
a cure for cancer by 2015.

Congressman Peterson and I have written the President asking
for his strong leadership in finding a cure by 2015. I am submitting
a copy of the letter that I would appreciate and ask that it be made
a part of the record.
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Cancer research scientists are poised to make great break-
throughs in discovering a cure for cancer. Now is the time for the
United States to be fully committed to this roadmap of discovery.

As you know, the President proposed $28.8 billion in funding for
NIH for fiscal year 2006. Of this, he has proposed $4.8 billion in
funding for the National Cancer Institute. While I appreciate the
President’s continued commitment to the NIH and NCI, I think
now is the time to step up our Federal resources.

As we develop the fiscal year 2006 budget resolution, I hope you
will give special consideration to NIH, to their budget, and to NCI
and join with me in finding a cure for cancer by 2015.

Mr. Chairman, I can tell you there is no more frightening words
that you can hear than you have cancer. I will never forget it. The
doctor came out and he wouldn’t even have eye contact. It was like
a jury coming back with a guilty verdict. It is a frightening thing.
But it is something that we can cure.

My early diagnosis, and I might say that because of the doctor
insisting that I go have the necessary tests, is the only reason I am
here today. And we can solve this for all Americans. It is time that
we make this commitment, such as Kennedy did with making the
commitment to flying a man to the Moon and bringing him home
safely. We can find a cure for cancer by 2015. We need to get start-
ed on that process and get started now.

I thank you and I yield back.

[The prepared statement of E. Clay Shaw follows:]

PREPARED STATEMENT OF HON. E. CLAY SHAW, JR., A REPRESENTATIVE IN CONGRESS
FROM THE STATE OF FLORIDA

Chairman Nussle, Ranking Member Spratt and Members of the Budget Com-
mittee, thank you for this opportunity to express my thoughts about something very
near and dear to my heart—finding a cure for cancer.

I am a lung cancer survivor. Lung cancer is the leading cancer killer among men
and women. Lung cancer kills more people annually than breast, prostate and
colorectal cancer combined. More than 50 percent of those newly diagnosed with
lung cancer are former smokers or have never smoked before.

Overall, one in every three women will be affected by cancer in their lifetime and
one in every two men will be affected by cancer in their lifetime. The National Can-
cer Institutes estimates that over 570,000 Americans will die from cancer this
year—this equates to 1,500 Americans per day or more than one per minute.

We must work together to turn these statistics around.

I formed the 2015 Caucus, with our colleague Collin Peterson (D-MN), as a forum
for members who are either cancer survivors or have a close relative who battled
cancer. As you may know, the National Institutes of Health has established the goal
of treating cancer as a manageable disease by 2015. I believe we can go one step
further and find a cure for cancer by 2015.

Congressman Peterson and I have written the President, asking for his strong
leadership in finding a cure by 2015. I am submitting a copy of this letter for the
record. Cancer research scientists are poised to make a great breakthrough in dis-
covering a cure for cancer. Now is the time for the United States to be fully commit-
ment to this road map of discovery.

As you know, the President proposed $28.8 billion in funding for the NIH for fis-
cal year 2006. Of this, he has proposed $4.8 billion in funding for the National Can-
cer Institute. While I appreciate the President’s continued commitment to the NTH
and NCI, I think now is the time to step up our Federal resources.

As you develop the fiscal year 2006 budget resolution, I hope you will give special
consideration to NIH budget and join with me in finding a cure for cancer by 2015.
Thank you for your time.

Mr. PORTMAN. Thank you, Mr. Shaw, for your personal commit-
ment to this issue. I remember vividly when that cancer was dis-
covered, and I remember you valiantly going through this with
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Emily, and as is the case with ever Member present here and any-
body here in the audience, all of us have had a brush with it
through our families one way or the other, having lost my mother
and mother-in-law and having other family members suffer
through cancer, but as survivors I certainly understand your com-
mitment to this and we appreciate your specific suggestion.

With that, Mr. Cuellar.

Mr. CUELLAR. No questions, except it is important to have some-
body like you to talk about it. I think one of your last statements
here, it is not even high ranking officials like you are immune. I
think that is one of statements that you had. So I appreciate your
courage. I know it is very difficult. I have known a lot of folks. This
is one battle that we have to win, Mr. Shaw. Thank you.

Mr. SHAW. If T could comment, Rob, on what you had to say re-
garding family members. Emily lost her mother and her father and
her sister with cancer. We were watching her very closely. And it
came to me, which I have no known cancer in my family. So nobody
is immune. It is something we all need to watch very, very care-
fully and have our checkups and do these things.

But I think it is incumbent upon us as Members of Congress to
go what we can to seek out, properly fund and find a cure for this

isease.

Mr. ConawAY. No questions, Mr. Shaw, other than to just com-
ment that my first wife battled Leukemia for 4 years, but lost.

Mr. PORTMAN. Thank you for your testimony.

We now are pleased to have with us Mr. Evans. Lane, thank you
for being here. And you are joined, I understand, by Mr. Michaud
as well as Ms. Herseth. I appreciate your being here. And welcome
to the committee and to Congress.

Mr. Evans, you have 10 minutes to divide as you wish. Then we
will have an opportunity to ask you some questions as follow up.
Welcome to the committee and look forward to your testimony.

STATEMENT OF THE HON. LANE EVANS, A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF ILLINOIS

Mr. EvANS. Thank you, Mr. Chairman. The administration’s fis-
cal year 2006 budget resolution for the Department of Veterans Af-
fairs (VA) proposes flat-line funding that will severely weaken the
system. It fails to adequately fund veterans health care and seeks
to put the burden on veterans themselves to make up the shortfall.

The administration’s budget would force the VA to deny care to
thousands of additional veterans, cut programs for nurses within
the system, abandon even more veterans who need VA nursing
home care, and gut the successful programs of State nursing
homes.

This is all at the time that we are in war, at the height of war.
This is unconscionable.

For 2006, the administration has requested only one-half of 1
percent more than Congress appropriated for the VA in fiscal year
2005. This will force the Department of Veterans Affairs to sustain
and even broaden the practice of rationing care to veterans. What
sort of message does it send to our returning troops, to those who
might be considering military service, and you cannot get help
when you need it—when you come back home?
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Under the administration plan, without corrections, the VA pro-
grams would receive only a 0.4 percent increase over the funds ap-
propriated for fiscal year 2005. This ignores the VA’s own testi-
mony that it needs 14 percent annually to maintain a current level
of service. The bottom line is that this administration’s proposal is
at least $3 billion short in the health care funding just to keep the
VA ship afloat. The way we keep it afloat is not by forcing one vet-
eran to fight against the other, or by cutting critically needed pro-
fessionals, needed by all veterans, working together to solve those
problems.

I and my Democratic colleagues on the Veterans’ Affairs Com-
mittee would submit for your consideration the views that rep-
resent, I believe, a realistic VA budget, based on our veterans
views.

Thank you, Mr. Chairman, and I yield to the gentleman from
Maine at this point.

[The prepared statement of Lane Evans follows:]

PREPARED STATEMENT OF HON. LANE EVANS, A REPRESENTATIVE IN CONGRESS FROM
THE STATE OF ILLINOIS

Mr. Chairman and Ranking Member Spratt, the Administration’s fiscal year 2006
budget submission for the Department of Veterans Affairs proposes flat-line funding
that will severely weaken the system. It fails to adequately fund veterans’ health
care and seeks to put the burden on veterans themselves to make up the shortfall.
The Administration’s budget would force VA to deny care to thousands of additional
veterans, cut thousands of nurses from the system, abandon even more veterans
who need VA nursing home care, and gut the successful state nursing home pro-
gram.

At any time, this would be wrong. At the height of a war, it is unconscionable.

For fiscal year 2006, the Administration has requested only one-half of 1-percent
more than Congress appropriated for the VA in fiscal year 2005. This will force the
Department of Veterans Affairs to sustain and even broaden a practice of rationing
care to veterans. What sort of message is that to send to returning troops, to those
who might be considering military service, and to all who have already honorably
served?

Under the Administration plan, without collections, VA medical programs would
receive only a 0.4 percent increase over the funds appropriated for fiscal year 2005.
This ignores VA’s own testimony that it needs 14 percent annually to maintain a
current level of health services.

The Administration’s budget calls for a staff reduction of 2 percent in VA’s med-
ical care business line. That amounts to the removal of more than 3,000 health care
erzployees, mostly nurses, at a time when there is, in fact, a nursing shortage in
V.

The bottom line is that the Administration’s proposal is at least $3 billion short
in health care funding just to keep the VA ship afloat. And the way to keep it afloat
is not by forcing one veteran to pay for another veteran’s care or by cutting critically
needed health care professionals.

I and my Democratic colleagues on the Veterans’ Affairs Committee have sub-
mitted for your consideration views & estimates that represent a realistic VA budget
based on veterans’ needs. Unlike the Administration’s budget proposal, it takes into
account the impact of thousands of returning troops from Iraq and Afghanistan who
will need health care, including mental health services and other types of transition
assistance.

For the third straight year, the President’s budget recommends a $250 annual en-
rollment fee for medical care for Priority 7 and Priority 8 veterans, and more than
doubles the amount they pay for prescription drugs. These are veterans whose con-
ditions are not service-connected and who have incomes above VA means-tested lev-
els. According to the Administration’s own figures, this will result in driving 213,000
additional veterans out of the system.

But what is most appalling is the position of some that these veterans, Priority
7s and 8s, are not deserving of VA care because they are—and this is quite mis-
leading—“higher income” and might therefore have other health care options. This
group of veterans, in fact, includes combat-decorated veterans and others who
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served honorably and whose annual incomes exceed $25,000 (single) to $36,000 (four
or more dependents). A significant number of them lack health insurance (in 2001,
6.4 percent, but likely more as the number of uninsured Americans continues to
grow), and some are not eligible for Medicare.

In the private sector these veterans are not going to receive the veteran-sensitive,
specialized treatment that VA can provide. Without VA, some will fall through the
health care cracks altogether. Moreover, many in the veterans’ affairs community
have serious concerns that the VA health care system may not remain a viable inde-
pendent system without these veterans as patients, so all veterans may be adversely
affected by such policies. The Administration’s push to oust deserving veterans from
the system also endangers VA’s other missions of educating the Nation’s health care
professionals, conducting research and serving as back-up to the Department of De-
fense in the event of war.

As troops return home from Operation Iraqi Freedom and Operation Enduring
Freedom, VA will eventually become responsible for many of their health care
needs, particularly for those with injuries that may last a lifetime. Many of these
servicemembers will require ongoing rehabilitative care for their injuries—both
mental and physical. As of December 2004, VA had treated 32,684 of the 210,000
veterans from these deployments. We agree with the Independent Budget on the ne-
cessity of a significant infusion of funds to ensure that veterans are able to receive
the best sustaining care available for their problems.

Recent studies have shown that a significant number of returning troops (up to
17 percent or more) are demonstrating a need for post-deployment mental health
intervention. Troops’ mental health issues range from acute and transitory anxiety
and readjustment disorders to more chronic and severe problems, even psychoses.
We believe VA must stand ready to provide immediate relief to servicemembers who
return requiring its services. Experts indicate that immediate intervention may be
the surest remedy to preventing some long-term and chronic disorders.

The President’s budget also cuts $9 million from VA’s renowned medical and pros-
thetic research program, whose achievements have benefited veterans and non-vet-
erans alike. As advocates are quick to point out, without appropriated research dol-
lars, these programs fail to draw competitively based funding from private and other
government sources. With continued cuts to its appropriated funding levels, the sys-
tem continues to be challenged to fund merit-reviewed projects that could greatly
benefit veterans and other Americans.

Mr. Chairman, we can and must do better for our veterans. We ask you to give
serious consideration to the views & estimates put forward by those who join me
on this panel today, and our other Democratic colleagues on the Veterans’ Affairs
Committee.

Thank you.

Mr. MicHAUD. Thank you, Mr. Chairman. I have a couple of my
colleagues who actually have flight problems. I can yield to them
first. So without objection I yield to my colleagues.

STATEMENT OF THE HON. SHELLEY BERKLEY, A REPRESENT-
ATIVE IN CONGRESS FROM THE STATE OF NEVADA

Ms. BERKLEY. Thank you again for giving me the opportunity to
speak with you on an issue that is very important to me. I am here
today to express my disappointment that the administration’s
budget does not, in my opinion, adequately address the needs of
those veterans who have served our Nation, as well as current
service members who will soon become veterans.

As many people are aware, I represent the district that has the
fastest growing veterans population in the United States. I have al-
most 200,000 in the southern Nevada area. I work very closely
with them. I am very well aware of their problems, and I would
like to share those problems with you and how this budget does not
help where it is needed the most.

First, the President’s budget fails to recognize that more than
30,000 veterans have remanded claims which have been pending
for years, and in some cases more than a decade. In Nevada and
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across the country, veterans who appealed decisions as long ago as
1994 still have not received a final decision on their claims.

I strongly urge the Budget Committee to use the temporary fund-
ing provided in the administration’s budget to address the re-
manded claims problem. And Nevada has the fourth highest re-
mand rate in the Nation. These veterans have been waiting years
to have their claims addressed.

In fiscal year 2004, veterans filed almost 200,000 more disability
rating claims than in fiscal year 2000. However, the VA rating staff
has not increased proportionately. As a result the pending caseload
of these claims has significantly increased since President Bush
took office. Permanent funding is necessary for 113 additional em-
ployees so veterans can receive accurate and timely decisions on
their claims.

Second, additional funding must be authorized for the Board of
Veterans Appeals to prevent even longer delays in processing ap-
peals. In my home State of Nevada, the number of pending appeals
currently exceeds 1,200, which is up from 750 in the year 2001. It
is unconscionable that veterans who are appealing decisions for
benefits based on their service-connected disabilities are required
to wait years for a decision from their own government.

Third, the President’s budget is inadequate to continue the in-
vestment in improving the Nation’s memorials and cemeteries that
honor our veterans. I request additional funding to assure progress
on the national shrine commitment so those who have paid the ul-
timate price can be laid to rest in dignified, well-maintained sur-
roundings, and I can tell you without fear of contradiction when I
was first running for office 7 years ago and met with the veterans
organizations in my community this was the one thing they pointed
out to me more than any other.

In addition, I would like to urge the committee to provide fund-
ing in the administration’s fiscal year 2006 budget to construct a
full-scale medical complex in Las Vegas. After going through an ex-
haustive CARES study, holding hearings across the United States,
the administration has added $199 million for a full service VA
medical complex in southern Nevada.

We have, as I mentioned, the fastest growing veterans population
in the country. We have no hospital, no outpatient clinic, no long-
term care facility. The veterans in southern Nevada are relying on
a string of temporary clinics scattered across the valley. There are
times during the summer when it is 115 degrees. I have 80-year-
old veterans standing in the heat waiting for a shuttle to pick them
up to take them to 1 of 10 locations. So if they have to go and see
a doctor for high blood pressure, they go to one facility. Then they
have to get back on the bus, on the shuttle, go to another building
in order to get a different service, and then they have to go some-
where else to get their prescription medication taken care of.

Almost 1,500 of southern Nevada veterans are sent to neigh-
boring States hundreds of miles away because the services cannot
be provided locally since we do not have a full service VA hospital
for our veterans. They usually go to southern California. The prob-
lem with that is they tend to be older, they tend to—obviously, if
they need the care, they are not in good physical shape, they have
medical problems, and they are away from their families. This is
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an extremely stressful time, and we need to bring these facilities
to southern Nevada where the veterans are located. The burden
that these veterans and their families have because of the lack of
facilities in Las Vegas is mind boggling and very sad to observe.

The proposed hospital outpatient clinic and long-term care facil-
ity, of which we have none, in Las Vegas will significantly improve
health care access for the almost 200,000 veterans in my commu-
nity. That I would say is our number one priority, and since it has
already been approved in the budget I ask you to look lovingly at
that, and my veterans will thank you very much for that, as we
should be thanking them.

I appreciate your time and sincerely hope that we can work to-
gether to ensure the highest quality of care and service for our Na-
tion’s veterans. There is not a group of Americans that deserves
our care more than they do. Thank you very much.

[The prepared statement of Shelley Berkley follows:]

PREPARED STATEMENT OF HON. SHELLEY BERKLEY, A REPRESENTATIVE IN CONGRESS
FROM THE STATE OF NEVADA

Thank you, Mr. Chairman. I am here today to express my disappointment that
the Administration’s budget does not adequately address the needs of those veterans
who have served our country, as well as the current servicemembers who will soon
become veterans.

I agree with the positions expressed in the Views and Estimates of the Democratic
Members of the Committee on Veterans’ Affairs and today, I would like to focus on
areas where funding for the VA is desperately needed.

First, the President’s budget fails to recognize that more than 30,000 veterans
have remanded claims, which have been pending for years and in some cases more
than a decade. Almost 75% of those who appealed VA regional office decisions in
FY 2004 had those decisions remanded or reversed by the Board of Appeals. In Ne-
vada, and across the country, veterans who appealed decisions as long ago as 1994
still have not received a final decision on their claim. I strongly urge the Budget
Committee to use the temporary funding provided in the Administration’s budget
to address the remanded claims problem.

In FY 2004, veterans filed almost 200,000 more disability rating claims than in
FY 2000. The number of veterans filing these claims for the first time has also in-
creased by 83,000. However, VA rating staff has not increased proportionately. As
a result, the pending caseload of these claims has increased from 278,334 when
President Bush took office to 340,020 as of February 19, 2005. I cannot stress
enough that permanent funding is necessary for the 113 additional employees so
veterans can receive accurate and timely decisions on their claims.

Second, I agree with the majority that additional funding must be authorized for
the Board of Veterans Appeals to prevent even longer delays in processing appeals.
Veterans who are appealing decisions to the Board of Veterans Appeals can expect
to see a dramatic increase in time to resolve their appeals. Since President Bush
took office in 2001, the number of pending appeals has increased from 87,291 to
152,948 as of February 19, 2004. My home state of Nevada is no exception, with
the number of pending appeals currently exceeding 1,200 from 750 in 2001. This
cannot continue.

Third, the President’s budget is inadequate to continue the investment in improv-
ing the nation’s memorials and cemeteries that honor our veterans. I request addi-
tional funding to assure progress on the national shrine commitment so those who
have paid the ultimate price can be laid to rest in dignified, well-maintained sur-
roundings.

In addition, I urge the Committee to provide the funding in the Administration’s
FY 2006 Budget to construct the full-scale medical complex in Las Vegas. Southern
Nevada has one of the fastest-growing veterans’ populations in the country and
there is no hospital, outpatient clinic, or long-term care facility in sight.

The veterans in Southern Nevada are relying on a string of temporary clinics
scattered across the Valley and my veterans are forced to shuffle between the clinics
for their various health care needs. Hundreds of Southern Nevada veterans are sent
to neighboring states, hundreds of miles away from their homes, because the serv-
ices cannot be provided locally. This is an unfair burden on the veterans and their
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families. The proposed hospital, outpatient clinic, and long-term care facility in Las
Vegas will significantly improve health care access for the 160,000 veterans in my
community.

I appreciate your time and sincerely hope that we will work together to ensure
the highest quality of care and service for our nation’s veterans.

U.S. CONGRESS,
Washington, DC, February 28, 2005.

Hon. JIM NUSSLE,
Chairman, Committee on the Budget, House of Representatives, Washington, DC.

Hon. JOHN SPRATT, JR.,
Ranking Member, Committee on the Budget, House of Representatives, Washington,
DC.

Dear Chairman Nussle and Ranking Member Spratt: We are writing to express
our concern regarding a provision in the administration’s FY 2006 budget for the
Department of Health and Human Services that would require gaming establish-
ments to serve as Federal collection agents for overdue child support payments.
While we adamantly support the efforts of state law enforcement agents to recover
child support from parents who do not fulfill their parental obligations, this provi-
sion is imprudent and could lead to a myriad of unintended consequences.

Under the proposal, an individual whose legal winnings exceed the threshold for
filling out an Internal Revenue Service W2-G form would be subject to a Federal
records check. A civilian commercial casino employee would be tasked with search-
ing for the name of the winning patron in the Child Support Federal Parent Locator
Service to determine whether the winner is delinquent in his or her child support
payments. Gaming establishments that fail to execute this function as mandated by
the Federal Government would be subject to strict penalties.

Most commercial casinos operate 24 hours a day, 7 days a week. State law re-
quires casinos to payout winnings when they are due and without delay. Therefore,
to implement this proposal, thousands of gaming employees would need immediate
access to accurate information at all times. These civilian workers,with no law en-
forcement background, would have access to sensitive, confidential information. Not
only does this raise serious invasion of privacy concerns, casinos also could be liable
for any employee misuse or mistakes.

Requiring a private business to directly apply the law to an individual would set
a dangerous precedent, as well. It could open the door to requiring other cash han-
dling industries to similarly assume the burden of law enforcement duties. Should
banks check the court records of all customers making deposits or withdrawals?
Must car dealers invoke the same requirements against their customers? The pri-
vate sector should not be expected to bear the burden of costly and unreasonable
mandates, such as the one proposed by the administration.

In conclusion, the intended goal of this provision is laudable, but it is the role of
law enforcement to police decisions made in our court systems. This provision sin-
gles out the gaming industry, creating unreasonable demands on the employees of
gaming establishments. We ask you to reject this proposal and not include this or
similar language in the FY2006 Budget Resolution.

Thank you for your consideration.

Sincerely,
SHELLEY BERKLEY,
Member of Congress.

JON. C. PORTER,
Member of Congress.

FrRANK LOBIONDO,
Member of Congress.

JIM GIBBONS,
Member of Congress.

BENNIE THOMPSON,
Member of Congress.

CAROLYN KILPATRICK,
Member of Congress.
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STATEMENT OF THE HON. STEPHANIE HERSETH, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF SOUTH
DAKOTA

Ms. HERSETH. Thank you, Mr. Chairman, Mr. Conaway, and
thank you to my colleagues, Ranking Member Evans and Mr.
Michaud, for yielding time. Thank you for giving me the oppor-
tunity to speak to you today.

As the ranking member of the Economic Opportunity Sub-
committee, I am here to share my concerns regarding the Presi-
dent’s fiscal year 2006 budget request and its impact on VA pro-
grams that are intended to provide service members, veterans and
military families economic security and advancement.

Today, perhaps more than any time in our recent history, transi-
tion assistance, vocational rehabilitation and education programs
for veterans are in need of adequate and timely funding. In my
State of South Dakota, more than 2,500 National Guard soldiers
have served in support of Operations Noble Eagle, Enduring Free-
dom and Iraqi Freedom. These returning soldiers, along with serv-
ice members from across the country, deserve the best available
service we can provide.

Unfortunately, the administration’ budget does not reflect the
need nor adequately provide funding for many of the valuable edu-
cation, vocational rehabilitation and transition services promised to
our Nation’s veterans.

I want to take this opportunity to highlight two areas of par-
ticular concern for me and many of my colleagues on the com-
mittee. First, the President’s fiscal year 2006 budget request would
eliminate 14 full-time employee equivalents FTEEs, in the VA’s
Education Service. We agree with the majority on this budget issue
in rejecting the administration’s funding level and recommend an
increase in resources of $1.1 million to restore the projected FTEE
cuts in VA’s Education Service.

Education claims are expected to increase due to more veterans
seeking to take advantage of Montgomery G.I. Bill education bene-
fits, as well as a new National Guard and Reserve education pro-
gram enacted last year as part of the National Defense Authoriza-
tion Act of 2005. Moreover, a number of senior VA Education Serv-
ice employees are eligible to retire in the near future. Additional
resources are needed to address the expected increases in education
claims and to hire new employees.

The second area I would like to highlight is that the President’s
fiscal year 2006 budget request provides no funding for additional
FTEE designated to provide direct vocational rehabilitation and
employment counseling services. Rather, the President’s budget
simply reflects a redistribution of management support personnel.
Veterans applying for vocational rehabilitation and employment
services increased dramatically over the last decade, roughly 75
percent increase. Demand for this service will certainly and surely
continue due to the many injuries suffered by our troops serving
in Iraq and Afghanistan.

Former Secretary Anthony Principi established a task force to re-
view the vocational rehabilitation employment program, VR&E,
from top to bottom. The VR&E task force issued a comprehensive
report in May of last year. The report contained 102 recommenda-
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tions to improve the VR&E program and reform it to be responsive
to 21st century needs of service connected disabled veterans.

The task force recommended increasing full-time staff positions
in the VR&E program by approximately 200 FTEE, including 27
FTEE in headquarters, 112 in the regional offices to deliver direct
services, 56 in the regional services for contracting and purchasing,
and 8 quality assurance staff.

Consistent with the VR&E task force report, we recommend an
increase of $5 million to provide for 57 additional FTEE, one full-
time staff position in each regional office.

Again, I want to thank you for providing me the opportunity to
speak today and encourage you to reconsider the President’s budget
request and provide adequate funding for veterans education, voca-
tional rehabilitation, and transition programs. Thank you and I
yield back.

[The prepared statement of Stephanie Herseth follows:]

PREPARED STATEMENT OF HON. STEPHANIE HERSETH, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF SOUTH DAKOTA

Thank you for giving me the opportunity to speak today. As the Ranking Member
on the Economic Opportunity Subcommittee, I am here to share my concerns re-
garding the President’s Fiscal Year 2006 budget request and its impact on VA pro-
grams that are intended to provide servicemembers, veterans, and military families
economic security and advancement.

Today, perhaps more than any time in recent history, transition assistance, voca-
tional rehabilitation, and education programs for veterans are in need of adequate
and timely funding. In my state of South Dakota more than 2500 National Guard
soldiers have served in support of operations Noble Eagle, Enduring Freedom, and
Iraqi Freedom. These returning soldiers, along with servicemembers from across the
country, deserve the best available service we can provide. Unfortunately, the Ad-
ministration’s budget does not reflect the need nor adequately provide funding for
many of the valuable education, vocational rehabilitation, and transition services
promised to our nation’s veterans.

I want to take this opportunity to highlight two areas of concern that I have.
First, the President’s FY06’ budget request would eliminate 14 Full Time Employee
Equivalents (FTEE) in the VA’s Education Service. We agree with the majority on
this budget issue and reject the Administration’s funding level and recommend an
increase in resources of $1.1 million to restore the projected FTEE cuts in VA’s Edu-
cation Service. Education claims are expected to increase due to more veterans seek-
ing to take advantage of Montgomery G.I. Bill education benefits, as well as the new
Guard and Reserve education program enacted last year as part of the National De-
fense Authorization Act of 2005. Moreover, a number of senior VA Education Service
employees are eligible to retire in the near future. Additional resources are needed
to address the expected increases in education claims and hire new employees.

The second area I would like to highlight is that the President’s FY06’ budget re-
quest provides no funding for additional FTEE designated to provide direct voca-
tional rehabilitation and employment counseling services. Rather, the President’s
budget simply reflects a redistribution of “management support” personnel. Vet-
erans applying for vocational rehabilitation and employment services increased dra-
matically over the last decade—roughly 75 percent increase. Demand for this service
will surely continue due to the many injuries suffered by our troops serving in Iraq
and Afghanistan. Former Secretary Anthony J. Principi, established a task force to
review the vocational rehabilitation and employment program (VR&E) from “top-to-
bottom.” The VR&E Task Force issued a comprehensive report in May of 2004. The
report contained 102 recommendations to improve the VR&E program and reform
it to be responsive to 21st Century needs of service-connected disabled veterans. The
Task Force recommended increasing full-time staff positions in the VR&E program
by approximately 200 FTEE; including 27 FTEE in headquarters; 112 in the re-
gional offices to deliver direct services; 56 in the regional offices for contracting and
purchasing; and 8 quality assurance staff. Consistent with the VR&E Task Force
Report, we recommend an increase of $5 million to provide for 57 additional FTEE—
one full time staff position in each regional office.



75

Again, I want to thank you for providing me with the opportunity to speak today,
and encourage you to reconsider the President’s budget request and provide ade-
quate funding for veterans education, vocational rehabilitation, and transition pro-
grams.

Mr. Evans. T would like to yield to the Congressman from Maine
for the remainder of our time.

STATEMENT OF THE HON. MICHAEL H. MICHAUD, A
REPRESENTATIVE IN CONGRESS FROM THE STATE OF MAINE

Mr. MicHAUD. Thank you very much, Ranking Member Evans.

Mr. Chairman, I was asked by a member of the Veterans’ Com-
mittee, Mr. Strickland, if he could submit prepared remarks for the
record.

Mr. PORTMAN. Without objection.

[The prepared statement of Ted Strickland follows:]

PREPARED STATEMENT OF HON. TED STRICKLAND, A REPRESENTATIVE IN CONGRESS
FROM THE STATE OF OHIO

Thank you for hearing the oversight perspective regarding VA’s unfounded claims
of $4.34 billion in management efficiency-based savings and the proposed addition
of new fees and co-pays on veterans seeking health care.

I would like to begin by thanking HVAC Chairman Buyer for boldly stating in
his views and estimates that VA has “overestimated” management efficiency sav-
ings. We fully agree. What we disagree on is the amount of net savings, if any.

In the budget submissions for fiscal years 2005 and 2006, VA uses only 79 words
each year to account for claimed savings of about $1.2 billion and 1.8 billion, respec-
tively. All too often, their stated basis has never transpired, never been proven or
has encountered serious management problems. Other unstated management prob-
lems may also offset claimed savings.

I have brought with me two IG reports to illustrate our point. This is by no means
a comprehensive list of VA management deficiencies.

The first is an Inspector General review of the CoreFLS system—$249 million in
government obligations for an automated management system that was never de-
ployed because “VA Management of the CoreFLS Project did not Protect the Inter-
ests of the Government” and “Senior Leadership did not Respond Adequately to SPD
[supply, processing, and distribution] Warnings and did not Ensure Adequate Prepa-
ration for CoreFLS Testing.” This does not sound like management efficiency. It did
not sound like an efficiency to the Carnegie Mellon Independent Technical Assess-
ment Team contracted to review the CoreFLS failure and which noted numerous
technical and management related problems.

More recently, on February 16, 2005 the IG published a report titled, “Evaluation
of VHA Sole-Source Contracts with Medical Schools and Other Affiliated Institu-
tions” which indicates a myriad of problems with general contracting, contract pric-
ing, and conflicts of interest.

One need only to go the VA IG website or review reports of the Government Ac-
countability Office for a more complete picture, a picture that indicates a host of
management problems at VA over the last 4 years—many are associated with a cost
to the government—and the taxpayer—because of VA management deficiencies. No-
where in the budget submissions do we see a substantiated accounting of either the
net losses or the net savings at VA. The two must be considered in balance. The
result must be proved before we allow “just anybody’s guess” to impact veterans’
health care. For this reason, we must restore the offsets to veterans’ health care
based on VA’s claims of management efficiencies until those efficiencies are proven
and a net savings can be determined.

Perhaps one indicator that the claimed magnitude of VA management efficiencies
is—as Mr. Buyer states, “overestimated”, relates to VA’s strident interest in the last
4 years to impose fees and co-pays on veterans.

VA recommendations for new fees and increased co-pays seem to pop up in rough
approximation to the unfounded efficiency claims. Why? If all claims of management
efficiency were real, would the fees and co-pays be necessary?

VA has built a house of cards on efficiency claims that are without substance, now
they seek to correct for their management shortcomings by levying fees and co-pays
on our veterans. This is wrong. We will not support it.
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The newly proposed $250 enrollment fee is often compared by our new Chairman
to TriCare for Life. Differences abound. Veterans usually do not have a choice of
provider/physician at VA, family members are not usually eligible, and there is no
fee for TriCare for Life.

Of course there is a threshold for the new VA fees and increased co-pays—in my
District, someone making $26,000/yr is considered too wealthy for the exemption.

Following VA’s budget savings “exaggeration” with an injustice in order to cover
management deficiencies and balance the ledger is no way to treat veterans in this
time of war. We will accept an offset to health care based on factual, provable net
savings based on management efficiencies. We will not accept burdening those who
have served with the cost associated with past management failures at VA.

I urge the Budget Committee to restore all claimed management efficiency sav-
ings for FY 2003-FY2006 until net savings are proven.

Mr. MicHAUD. Thanks for the opportunity to appear before your
committee this afternoon. I agree with the remarks of Ranking
Member Evans regarding the inadequacy of the administration’s
budget proposal. There is no doubt that there is a growing strain
on the VA. We will not truly overcome this challenge with the poli-
cies that will decrease demand or ration care because the demands
represent the needs of real veterans needing care.

Along with my colleagues here today, and along with the vet-
erans of this country, I believe we should reject the proposed en-
rollment fees and increased copayments and provide the necessary
resources to meet the demands on VA. I would like to draw your
attention to the effects of the administration’s budget as it affected
the long-term care option for our veterans. The administration pro-
poses to limit eligibility for nursing home care to all of its venues
and to the mostly severely connected veterans.

That would be devastating. We do not believe that the VA should
abandon its long-term care responsibility in any of its nursing care
venues, particularly at a time when veterans’ demands for such
services is increasing and is at its peak.

Congress seemed to share these concerns when it passed Public
Law 106-117, which required VA to maintain its in-house nursing
home capacity at the level of the fiscal year 1998, but VA programs
have continued to erode since that time. Rather than take action
to address this erosion, VA continues to propose to do away with
the requirement and find ways to reduce its institutional long-term
care capacity.

For example, the President’s budget would revise the eligibility
requirement for the State veterans homes so that the vast majority
of veterans who reside in State veterans homes would suddenly be
ruled ineligible for per diem benefits. The National Association of
State Veterans Homes estimated that in many States this change
will eliminate VA per diem for at least 80 percent of State home
residents.

The impact would not only be felt by those who would no longer
qualify under this proposal, in fact this change would jeopardize
the future of State home systems all together. The proposal will
cost the State of Maine Veterans Homes $4.7 million per year. By
excluding so many veterans it would have a similar impact on the
Iowa State Home, in Marshalltown and two homes in South Caro-
lina, and the State Veterans Homes all across the country. I under-
stand that 75 percent or more of the State homes could go bank-
rupt under this plan. Indeed, it is unclear what all of the impacts
of such a plan would be, other than to drastically decrease the cur-
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rent workload in funding availability to State homes, thereby
threatening the overall ability to the existence of these homes.

To that end, the minority members of the committee are recom-
mending funding to restore the 1998 baseline of services in VA
nursing homes, and to enhance State home capability. Mr. Chair-
man, I would ask that the proposals within the administration
budget, the proposals that would jeopardize the care of thousands
of aging veterans, be rejected, and that we do not abandon our
commitment to the long-term care of our Nation’s veterans.

Thank you very much, Mr. Chairman.

[The prepared statement of Michael H. Michaud follows:]

PREPARED STATEMENT OF HON. MICHAEL H. MICHAUD, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF CALIFORNIA

Mr. Chairman, thank you for the opportunity to appear before your committee.

I would like to associate myself with the statement made by Ranking Member
Evans regarding the inadequacy of the Administration’s budget proposal. We should
not force those who have sacrificed so much for our country to sacrifice again. There
is no doubt that there is a growing strain on the VA. We will not truly overcome
this challenge with policies that decrease demand or ration care—because that de-
mand represents the needs of real veterans needing real care. Along with my col-
leagues here today, and along with the veterans of this country, I believe we should
reject the proposed enrollment fee and increased copayments, and provide the nec-
essary resources to meet the demand on the VA.

I would now like to draw your attention to the devastating effects the Administra-
tion’s budget would have on long-term care options for our veterans. The Adminis-
tration proposes to limit eligibility for nursing home care in all of its venues—VA—
community—and state—to only the most highly service-connected veterans and
those with short-term needs. We do not believe that the VA should abandon its long-
term care responsibilities in any of its nursing care venues, particularly at a time
when veterans’ demand for such services—the demand of the “greatest genera-
tion”—is at its peak.

Congress seemed to share this concern when it passed Public Law 106-117, which
requires VA to maintain its in-house nursing home capacity at the level that existed
in fiscal year 1998. But VA’s programs have continued to erode since that time.
Rather than take actions to redress this erosion, VA continues to propose to do away
with the requirement and find ways to reduce its institutional long-term care capac-
ity.

For example, the President’s budget would revise the eligibility requirements for
the State Veterans Homes so that the vast majority of veterans who reside in State
Veterans Homes would suddenly be ruled ineligible for per diem benefits. The Na-
tional Association of State Veterans Homes estimates that in many states, this
change will eliminate VA per diems for at least 80 percent of State Home residents.

The impact would not only be felt by those who would no longer qualify under
this proposal. In fact, this change would jeopardize the future of the State Homes
system altogether. This proposal would cost the Maine State Veterans Homes $4.7
million per year. By excluding so many veterans, it would have a similar impact
on the Iowa State Home in Marshalltown, the two homes in South Carolina, and
State Veterans Homes across the country. I understand that 75 percent or more of
the state homes could go bankrupt under the plan. Indeed, it is unclear what all
of the impacts of such a plan would be, other than to drastically decrease the cur-
rent workload and funding available to state homes, thereby threatening their over-
all ability to exist.

In contrast to the President’s budget and VA’s recent history, the Federal Advi-
sory Committee on the Future of VA Long-Term Care recommended that VA should:

¢ Maintain its bed capacity

¢ Increase capacity in the state homes

¢ And double or triple capacity in its non-institutional long-term care settings.

To that end, the minority Members of the Committee are recommending funding
to restore the 1998 baseline of services in VA nursing homes and to enhance state
home capacity. Mr. Chairman, I ask that the proposals within the Administration’s
budget—proposals that would jeopardize the care of thousands of aging veterans—
be rejected and that we do not abandon our commitment to the long term care of
our nation’s veterans.
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Thank you Mr. Chairman.

Mr. PORTMAN. Thank you, Mr. Michaud, we appreciate your tes-
timony. And Mr. Evans, thank you for your testimony.

I just want to correct the record, if I could. Ms. Herseth said that
she would urge this committee to reconsider the President’s re-
quest, and there was kind of an implicit assumption in some of the
testimony that this committee would be deciding on what the vet-
erans programs will be. That is not the case.

This committee does establish the broad blueprint for our budget.
In the case of the veterans programs, of course, these are both
mandatory and discretionary, and we come up with two numbers.
One is on the discretionary side, which will be an overall number.
Within that the Congress, through its committee process, the Ap-
propriations Committee, which Mr. Evans works with, would
choose how to spend that money, both in terms of its overall alloca-
tion to veterans or not, and then within the veterans program, and
the other case there is a broad number for mandatory spending,
and the same would apply. So Congress controls the purse strings
and we will have the ability to look at all of those programs.

Second, I know you all know this, over the last 5 years veterans
health care has been increased by 42 percent. We do have an in-
crease, not adequate, for Mr. Evans’ opinion and the other Mem-
bers who testified, but again that is something to keep in mind.
This is a tough year because we do have needs that throughout our
various communities are tough to meet.

VA, Mr. Evans, you said would like a 14 percent increase in
health care. That is a pretty steep increase to just do year after
year after year, and the question is, are there ways in which we
can reform the system to make it work better and not have these
double digit increases. The veterans in my community are not
happy with the care that they receive for the most part. Some are
and some aren’t, but certainly our veterans system is far from per-
fect.

But Congress as they look at this will look at the numbers, but
also at the substance and some of the reforms, ideas that have
been proposed to improve the health care and make it work better
for our veterans. Mr. Conaway.

Mr. CoNAWAY. Thank you for your testimony. I appreciate it.

One is a comment anecdotally. A veteran from our community
from Odessa had a wrist injury, held over from Vietnam, and need-
ed to be taken care of. He was required to go to Albuquerque, New
Mexico for assessment and come home. He was required to go back
to Albuquerque for the surgery and go home and then go back to
Albuquerque—and this is an 8-hour trip—for post-op care. There is
no shortage of doctors in Odessa, Texas who could have provided
that service and he could have stayed there. The commitments for
veterans health care is there. We are going to meet that.

What I would encourage the committee to look at is the idea
that, you know, the system was set up in 1950, late 40s, to address
the millions of World War II veterans at a time when our medical
system was much, much different than it is today, and maybe there
is a better way we can meet the needs of all veterans that would
be easier on them and cheaper.



79

I had another veteran, a Vietnam vet suffering from post-trau-
matic stress syndrome, tell me at a town hall meeting last Friday
in Odessa, that he was transported from Odessa to Temple, an-
other 8-hour drive in an ambulance, for $2,300. And when they got
him ready for discharge, they gave him a $35 voucher for a bus
ride home that got him halfway. A system that works like that way
is just nonsense.

I think we can keep these promises. And I have a father who is
a veteran of Korea and World War II and goes to a veterans hos-
pital for treatment of diabetes. And we want to keep those prom-
ises to him. But I think we can do it better and cheaper. It makes
it easier on the veterans.

I am also a veteran. I am a beneficiary of the GI bill. So I have
some skin in the game as well.

One other thing, and I just appreciate you listening to this. One
of the other witnesses mentioned a caseload at VA for determining
disabilities and the appeals. Again, harkening back to the 7 years
I spent on a regulatory agency board in Texas, we tracked opened
cases from start to finish. And every year we went from a legisla-
tive oversight board, with our little chart in hand, that said here
is somebody that we opened and somebody we closed. Here is what
we have pending, the average length of time it took us to fix that.
I would hope that the VA tracks that and the committee is holding
their feet to the fire. She said years on determinations. That is
awful, I mean, for the lack of a phrase, that your committee doesn’t
hold their feet to the fire to get the work done.

Thank you for your service. This is a tough environment. We
have veterans we are creating every day with problems. I am going
to go to Bethesda on Monday to visit with injured troops, to look
them in the eye and tell them thank you. We have to keep prom-
ises, but we also can’t break the bank as the Vice Chairman said.
We have had significant increases in VA funding and we have to
continue to work together to make sure we keep those promises.
Thank you for your testimony.

Mr. Evans. I believe we can work together to see what we can
do. For all of us who have rural counties in their district, it is a
tremendous problem for veterans to get a ride, much less a reim-
bursement for the gas to get to VA medical centers. So it is some-
thing I would like to work on.

And, you know, all these problems we bring up about the VA is
the reason veterans are doing so well. But by and large, we are
going to see an increase in the need for funding veterans of the
Persian Gulf wars, and there is an indication that the current level
of services should be extended. Most people think we are slowing
down the defense spending and slowing down veterans spending
and that we don’t need them anymore. This one time we need fund-
ing increases in both.

So thank you very much, and I appreciate you and the Chair-
man’s assistance.

Mr. PORTMAN [presiding]. Thank you, Mr. Evans. Appreciate you
coming before us today and your longtime concern for our veterans.

And, Mr. Michaud, thank you for your testimony.

Mr. PORTMAN. Ms. Bordallo, thank you for your patience. I see
you over there and we appreciate you being here. We look forward
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to your testimony. Any statement you have may be made part of
the record and you are welcome to testify up to 10 minutes.

STATEMENT OF THE HON. MADELEINE Z. BORDALLO, A
DELEGATE IN CONGRESS FROM THE TERRITORY OF GUAM

Ms. BORDALLO. Thank, you Mr. Chairman, and members of the
House Budget Committee. I thank you very much for the oppor-
tunity to testify today. There are several priorities for Guam that
I feel merit consideration for inclusion in the Fiscal Year 2006
Budget Resolution. I respectfully request your assistance with en-
suring that the budget provide sufficient overhead to cover the
costs of these important programs and initiatives.

There are four specific items, Mr. Chairman, that I would like to
discuss today very briefly.

The first item I wish to discuss involves the forgiving of debts
owed by the Government of Guam to the Department of Agri-
culture’s Rural Utility Service loan program. In enacting Public
Law 108-188, the reauthorization of the Compact of Free Associa-
tion between the United States, the Republic of the Marshall Is-
lands (RMI), and the Federated States of Micronesia (FSM), Con-
gress and the administration recognized the adverse financial im-
pact shouldered by the Government of Guam of providing unreim-
bursed services to the citizens of these Freely Associated States.
Under the Compact of Free Association, citizens of the RMI and
the FSM may travel to the United States and utilize any social
services without having to pay taxes to U.S. jurisdictions. And be-
cause of the geographic proximity, many of the FAS migrants
choose Guam as their destination.

In addition to increasing direct Federal assistance to Guam and
other U.S. jurisdictions in the Pacific region, the Compact Reau-
thorization included provisions of a bill that I introduced as the
Compact-Impact Debt Reconciliation Act. This act granted the ad-
ministration authority to reimburse Guam for past unreimbursed
costs associated with the FAS migrants by forgiving debts owed by
the Government of Guam to the Federal Government. Unfortu-
nately, the administration has declined to exercise its authority to
provide such debt relief in fiscal year 2005, citing the need for a
congressional appropriation. So I am requesting that Congress ap-
propriate debt relief for $105 million in outstanding RUS loans and
respectfully request that the Budget Committee provide sufficient
head room to cover this appropriation.

The second item, Mr. Chairman, I wish to discuss concerns co-
ordinating the payment of the Earned Income Credit in Guam and
the Virgin Islands. As you are aware, the tax codes of Guam and
the Virgin Islands mirror that of the Internal Revenue Code, and
we must provide our citizens with the same tax credit as individ-
uals receive in the 50 States and the District of Columbia. How-
ever, the payment of refundable tax credits such as the EIC con-
stitutes an unfunded Federal mandate. The refundable portion of
this tax credit, which is the amount that exceeds an individual tax-
payer’s total tax liability, is meant to offset the impact of FICA
taxes on low-income individuals. While citizens of Guam and the
Virgin Islands pay their FICA taxes to the U.S. Treasury, the terri-
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torial treasuries are tasked with covering the costs of the refund-
able portion of this credit out of our local revenues.

Congresswoman Christensen of the Virgin Islands and I have,
over the years, proposed various solutions to this issue. On dif-
ferent occasions, Senate Finance Chairman Grassley and House
Ways and Means Committee Chairman Thomas have engaged in
colloquies expressing their willingness to work with us to resolve
this matter, and we are hopeful for a consensus on a resolution this
year. The Joint Committee on Taxation scored my most recent pro-
posed legislation solution at $39 million for fiscal year 2006. I re-
spectfully request that the Budget Committee include this figure in
the 2006 budget resolution.

As my third item for discussion, I respectfully request that the
Budget Committee provide $8 million in head room for additional
Medicaid appropriations to Guam and the small territories. Last
year, I introduced a floor amendment to the Departments of Labor,
Health and Human Services, and Education Appropriations Act for
Fiscal Year 2005 that would have increased Medicaid funding to
Guam and the small territories above current section 1108 funding
limitations. Section 1108 of the Social Security Act limits the
amount of funding that the territories may receive in Federal Med-
icaid matching grants. I agreed to withdraw my amendment at the
request of House Energy and Commerce Chairman Barton upon
learning of his interest to work with me to address this matter
through the program’s authorizing committee. I am pleased with
the Chairman’s understanding of the adverse impact of section
1108 on the territories and his willingness to help us identify addi-
tional resources.

Last year, the House Government Reform Subcommittee on
Human Rights and Wellness held a hearing which highlighted con-
tinuing health disparities in the territories, coupled with dispropor-
tionately high rates of unemployment and low rates of economic
growth. Health care financing in the territories has reached, Mr.
Chairman, a state of crisis. In this week’s meeting of the Inter-
agency Group on Insular Areas a couple of days ago, which was
chaired by the Secretary of the Interior, Governors and Delegates
of the small territories each highlighted the extent of this crisis.
With both the administration and congressional leadership aware
of the need to provide additional Federal funding for health serv-
ices in the territories, I respectfully request that the Budget Com-
mittee include $8 million to cover the cost of my proposed increase
in section 1108 limitation levels to help address this issue.

Lastly, Mr. Chairman, I wish to raise the issue of Guam war
claims. It has been over 60 years since Guam was liberated from
the Imperial Japanese forces by the U.S. Armed Forces in World
War II. During 3 years of brutal occupation, the citizens of Guam
endured internment, personal injury, forced labor, rape, and nu-
merous other violations of human rights. Hundreds of Chamorros,
the indigenous people of Guam, were killed. Although Congress
passed the Guam Meritorious Claims Act of 1945 to provide imme-
diate relief to the people of Guam, the goal of the act was not real-
ized, due to the complete chaos of postwar Guam and the inac-
curate dissemination of information.
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The Guam War Claims Review Commission was established
under Public Law 107-333 to determine whether there was parity
in the treatment of residents of Guam in the war claims process
when compared to other war claims programs afforded to other
similarly situated Americans. After an extensive review, the War
Review Commission found a lack of parity and recommended addi-
tional compensation for eligible individuals. Legislation to imple-
ment these recommendations will be introduced shortly and I am
hopeful for swift congressional consideration. The Review Commis-
sion estimates, at minimum, a total of $126 million to be necessary
to pay these claims. I respectfully request that the Fiscal Year
2006 Budget Resolution account for these costs.

Mr. Chairman, this would be the last group of U.S. citizens that
have not been recognized or compensated for war claims, and we
are looking at 60 years ago.

Mr. Chairman, I hope that members of the committee will be on
the lookout for fair treatment of the U.S. territories. And, again, I
thank you for this opportunity to present the priorities of the citi-
zens of Guam with respect to the Fiscal Year 2006 Budget Resolu-
tion. Thank you.

[The prepared statement of Madeleine Bordallo follows:]

PREPARED STATEMENT OF HON. MADELEINE Z. BORDALLO, A DELEGATE IN CONGRESS
FrROM THE TERRITORY OF GUAM

Chairman Nussle, Ranking Member Spratt, and members of the House Budget
Committee, thank you for the opportunity to testify today. There are several prior-
ities for Guam that I feel merit consideration for inclusion in the Fiscal Year 2006
Budget Resolution. I respectfully request your assistance with ensuring that the Fis-
cal Year 2006 Budget provides sufficient overhead to cover the costs of these impor-
tant programs and initiatives. There are four specific items that I would like to dis-
cuss today, and I look forward to working with you to ensure their inclusion in the
Budget Resolution. Included among these requests are funding for Guam debt-relief,
the Earned Income Credit in Guam and the Virgin Islands, Medicaid reimburse-
ment to the governments of Guam and the small territories, and Guam War Claims.

GUAM DEBT RELIEF

The first item I wish to discuss involves the forgiving of debts owed by the Gov-
ernment of Guam to the Department of Agriculture’s Rural Utilities Service (RUS)
loan program. In enacting Public Law 108-188, the Reauthorization of the Compact
of Free Association between the United States and the Republic of the Marshall Is-
lands (RMI) and the Federated States of Micronesia (FSM), Congress and the Ad-
ministration recognized the adverse financial impact shouldered by the Government
of Guam of providing unreimbursed services to citizens of these Freely Associated
States (FAS). Under the Compact of Free Association, citizens of the RMI and FSM
may travel to the United States and utilize any social services without having to
pay taxes to U.S. jurisdictions. Because of geographic proximity, the preponderance
of FAS migrants chose Guam as their destination.

In addition to increasing direct Federal assistance to Guam and other U.S. juris-
dictions in the Pacific Region, the Compact Reauthorization included provisions of
a bill I introduced as the Compact-Impact Debt Reconciliation Act. This Act granted
the Administration authority to reimburse Guam for past unreimbursed costs asso-
ciated with FAS migrants by forgiving debts owed by the Government of Guam to
the Federal Government. Unfortunately, the Administration has declined to exercise
its authority to provide such debt relief in Fiscal Year 2005, citing the need for a
Congressional appropriation. I am requesting that Congress appropriate debt relief
for $105 million in outstanding RUS loans, and I respectfully request that the Budg-
et Committee provide sufficient head room to cover this appropriation.

EARNED INCOME CREDIT

The second item I wish to discuss concerns coordinating the payment of the
Earned Income Credit (EIC) in Guam and the Virgin Islands. As you are aware, the
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tax codes of Guam and the Virgin Islands mirror that of the Internal Revenue Code,
and we must provide our citizens with the same tax credits as individuals receive
in the 50 States and the District of Columbia. However, the payment of “refundable”
tax credits such as the EIC constitutes an unfunded Federal mandate. The “refund-
able” portion of this tax credit, which is the amount that exceeds an individual tax-
payer’s total tax liability, is meant to offset the impact of FICA taxes on low-income
individuals. While citizens of Guam and Virgin Islands pay their FICA taxes to the
U.S. Treasury, the territorial treasuries are tasked with covering the cost of the “re-
fundable” portion of this credit out of local revenues.

Congresswoman Christensen and I have, over the years, proposed various solu-
tions to this issue. On different occasions Senate Finance Chairman Grassley and
House Ways and Means Committee Chairman Thomas have engaged in colloquies
expressing their willingness to work with us to resolve this matter, and we are
hopeful for a consensus on a resolution this year. The Joint Committee on Taxation
scored my most recent proposed legislative solution at $39 million for Fiscal Year
2006. I respectfully request that the Budget Committee include this figure in the
Fiscal Year 2006 Budget Resolution.

MEDICAID

As my third item for discussion, I respectfully request that the Budget Committee
provide $8 million in head room for additional Medicaid appropriations to Guam and
the small territories. Last year, I introduced a floor amendment to the Departments
of Labor, Health and Human Services, and Education Appropriations Act for Fiscal
Year 2005 that would have increased Medicaid funding to Guam and the small ter-
ritories above current Section 1108 funding limitations. Section 1108 of the Social
Security Act limits the amount of funding that the territories may receive in Federal
Medicaid matching grants. I agreed to withdraw my amendment at the request of
House Energy and Commerce Chairman Barton upon learning of his interest to
work with me to address this matter through the program’s authorizing committee.
I am pleased with the Chairman’s understanding of the adverse impact of Section
1108 on the territories and his willingness to help us identify additional resources.

Last year, the House Government Reform Subcommittee on Human Rights and
Wellness held a hearing which highlighted continuing health disparities in the terri-
tories. Coupled with disproportionately high rates of unemployment and low rates
of economic growth, health care financing in the territories has reached a state of
crisis. In this week’s meeting of the Interagency Group on Insular Areas, which is
chaired by the Secretary of the Interior, Governors and Delegates of the small terri-
tories each highlighted the extent of this crisis. With both the Administration and
Congressional leadership aware of the need to provide additional Federal funding
for health services in the territories, I respectfully request that the Budget Com-
mittee include $8 million to cover the cost of my proposed increase in Section 1108
limitation levels to help address this issue.

GUAM WAR CLAIMS

Lastly, I wish to raise the issue of Guam war claims. It has been over 60 years
since Guam was liberated from Imperial Japanese forces by U.S. Armed Forces in
World War II. During 3 years of brutal occupation, the citizens of Guam endured
internment, personal injury, forced labor and numerous other violations of human
rights. Hundreds of Chamorros, the indigenous people of Guam, were killed. Al-
though Congress passed the Guam Meritorious Claims Act of 1945 to provide imme-
diate relief to the people of Guam, the goal of the Act was not realized due to the
chaos of post-war Guam and the inaccurate dissemination of information.

The Guam War Claims Review Commission was established under Public Law
107-333 to determine whether there was parity in the treatment of residents of
Guam in the war claims process when compared to other war claims programs af-
forded to other similarly situated Americans. After an extensive review, the Review
Commission found a lack of parity and recommended additional compensation for
eligible individuals. Legislation to implement these recommendations will be intro-
duced shortly, and I am hopeful for swift Congressional consideration. The Review
Commission estimates, at minimum, a total of $126 million will be necessary to pay
these claims. I respectfully request that the Fiscal Year 2006 Budget Resolution ac-
count for these costs.

Thank you for the opportunity to present the priorities of the citizens of Guam
with respect to the Fiscal Year 2006 Budget Resolution. I look forward to working
with members of the Committee to ensure inclusion of these items in the Budget,
and I look forward to answering any questions you may have regarding these re-
quests.
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Mr. PORTMAN. Thank you, Ms. Bordallo. We will think no less of
you for the fact you only took 8 minutes. Thank you. Appreciate
your testimony on the debt relief issues, earned income tax credit
and the Medicaid issues, as well as the Guam war claims. Good
education for us those of us on the committee who don’t deal with
those issues day to day.

Mr. Conaway.

Mr. CONAWAY. I just had one question—historical, of back-
ground—the compact that was signed that creates this problem
that you have got with the unreimbursed——

Ms. BORDALLO. The debt relief.

Mr. CoNAWAY. When did that start?

Ms. BORDALLO. In the 108th.

Mr. CoNAwAY. Four years ago. No other questions.

Mr. PORTMAN. We are now pleased to have before the committee
Ms. Wilson from New Mexico. Ms. Wilson, you have 10 minutes for
your testimony. And any written statement you have will be made
part of the record.

STATEMENT OF THE HON. HEATHER WILSON, A REPRESENTA-
TIVE IN CONGRESS FROM THE STATE OF NEW MEXICO

Mrs. WILSON. Thank you Mr. Chairman. I appreciate your put-
ting my full statement in the record. What I would like to do is
summarize. I appreciate your patience for staying so long on go-
home day.

What I want to talk to the committee about is Medicaid. In the
President’s budget there is about $60 million in reductions in Med-
icaid spending over 10 years and new initiatives amounting to
about $16.5 billion, for a net reduction of $43.6 billion. A lot of the
proposals for the reductions are what are called “program integ-
rity.” and I believe some, if not all, of those proposals have merit,
and they would make for significant needed improvements in the
Medicaid program. But I believe that these ideas need to be evalu-
ated as part of a comprehensive effort to reform the Medicaid pro-
gram and bring it into line with 21st century medicine.

When you look at these ideas, even though they are aggressive
in many ways, they may not go far enough to reform the program.
Medicaid is set up to pay claims. It is not set up to improve any-
one’s health. And real Medicaid reform goes far beyond what has
been proposed in the fiscal year 06 budget. But there are some
States who have used the matching Federal structure of Medicaid
to inappropriately draw down Federal funds to pay for nonhealth
expenses. The most obvious of these is something called the inter-
governmental transfer, where money is moved into accounts to
draw down Federal match, and then the State or local money is
moved back to another completely nonhealth-related purpose.

There are legitimate and illegitimate intergovernmental trans-
fers. We need to make sure that we don’t dry up the ability of a
county hospital’s funds to be used as local match for Medicaid
when we try to end some of the more creative financing schemes
that State governments have participated in.

The administration estimates that they will save $10.9 billion in
10 years by restricting these intergovernmental transfers. We have
to accept and understand that that cost will be shifted to the States
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and will result in reduced benefits or reduced payments to health
care providers and will have a significant impact on low-income
Americans.

There is another initiative in the budget on Medicaid that deals
with administrative costs, a proposed cap on the current 50 percent
Federal match for administrative costs. Most of the administrative
costs that States use for Medicaid are used for computer systems
and to fight fraud, track quality, and collect and disseminate data.

The Medicaid program has not done very well on fraud recoveries
compared to Medicare. And one of the reasons for that is the way
the program is set up and the way the reimbursements are done.
I am concerned that if we reduce further the Federal match for
Medicaid administrative costs, we are going to see even fewer re-
coveries and less attention to fraud, waste and abuse in Medicaid,
which is all investigated by the States. So we have to be very care-
ful about the unintended consequences of some of these so-called
administrative cost constraints. While the initiatives in the Presi-
dent’s budget may have merit, I don’t think they constitute Med-
icaid reform.

I chaired a task force in the 108th Congress on Medicaid, and we
looked at the entire program and we identified several areas where
Medicaid should be improved or modernized to bring it up to date.
It is increasingly clear to me that we need a national strategy on
long-term care. Thirty percent of the costs of health care under
Medicaid goes to seniors, and seniors are only 16 percent of the
people who are enrolled in Medicaid; 7 out of 10 nursing home beds
in this country are paid for by Medicaid. And this is going to triple
over the next 10 years, from about $50 billion in costs to $140 bil-
lion in costs. We have a looming challenge on the horizon as baby
boomers retire, live longer, and more people are drawing down
Medicaid.

There are some proposals in the budget to strengthen existing
asset transfer rules, and I think that will probably help. But I
think more fundamental reforms and initiatives are going to be
needed to get private funding into the system and relieve the bur-
den on Medicaid.

We have 56 different systems for determining eligibility for long-
term care, and it is very difficult to do things like reverse mort-
gages. We have some States that have partnerships for long-term
care insurance, but not enough of them. And all of us know that
there is a subspecialty of the bar that specializes in qualifying mom
and dad for Medicaid while you protect your inheritance. We can’t
afford for middle- and upper-income Americans to give away their
assets so Medicaid can pay for their nursing home care.

Medicaid is administered by the States with a joint State-Federal
funding mechanism that I think would make Rube Goldberg proud.
In fact, some days, I think it is only held together by bailing wire
and duct tape.

There are 47 different eligibility pathways for Medicaid in the
State of New Mexico. In most States, it is comparable. Medicaid
pays claims, but it doesn’t pay to improve anybody’s health. In fact,
we have had testimony in the Energy and Commerce Committee
and asked State Medicaid directors what do you track to see
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whether you are improving the health status of low-income individ-
uals in your State. And they look at you like you are from Mars.

Medicaid wasn’t set up to improve anybody’s health. We will pay
a hospital $28,000 to amputate the legs of a diabetic. That is au-
thorized under Medicaid. But you need a waiver from the Federal
program to teach a diabetic how to monitor their own blood sugar.

This is a program that is in need of comprehensive reform. It is
a one-size-fits-all program. And we are now in a world of health
care that demands choices. I think that implementing piecemeal
changes, as we are really doing, and we do every year in Medicaid,
doesn’t really allow us to do the reform that is needed. And setting
an arbitrary budget number lets budget drive policy instead of the
other way around. We have to get our arms around this program
for the long term.

About 10 days ago, I introduced legislation to create a bipartisan
commission on Medicaid to make recommendations for improve-
ments that would strengthen and modernize the program. It al-
ready has the support of 97 of our colleagues in the House and 22
in the Senate. There are 32 groups that have endorsed the legisla-
tion, including the American Hospital Association, the OB—GYNs,
the National Association of Counties, and a whole lot of others.

Even more than Medicare, Medicaid is an extremely complicated
program and we need a real concerted effort to light the way to-
ward substantial reform. Mr. Chairman, there are 2,500 approved
waivers to the Medicaid program. Any Federal program that is
given 2,500 exceptions to the rules needs to take a hard look at
changing the rules.

I would ask the Budget Committee to include funds in the budget
resolution for a bipartisan commission on Medicaid. We are going
to have to do some things in reconciliation this year. You all have
talked about it, and so have others. But we need to stop doing this
year by year and let policy drive the budget and not the budget
drive policy.

I thank you for your consideration of this request and I would
be happy to answer any questions.

[The prepared statement of Heather Wilson follows:]

PREPARED STATEMENT OF HON. HEATHER WILSON, A REPRESENTATIVE IN CONGRESS
FROM THE STATE OF NEW MEXICO

Thank you, Mr. Chairman, for allowing me to submit testimony on the Fiscal
Year 2006 Budget Resolution.

Mr. Chairman, I have some concerns about this budget in the area of Medicaid.
President Bush has submitted a budget proposal that would reduce Federal Med-
icaid spending by $60.1 billion over 10 years. The budget also proposes new initia-
tives that would increase Federal Medicaid spending by $16.5 billion over 10 years,
for a net reduction of $43.6 billion.

To achieve these savings, the budget proposes specific initiatives that the Admin-
istration calls “program integrity.” I believe some of these proposals have merit and
would make needed improvements to the Medicaid program. But these proposals
must be evaluated as part of comprehensive reform and its overall impact on the
Medicaid program. If there are savings associated with implementing these pro-
posals, the savings should be reinvested in the Medicaid program to enhance pro-
grams that will improve the health of those who depend on Medicaid. I believe im-
plementing these initiatives on their own may endanger the ability of the program
to provide access to services for the more than 50 million low-income children, preg-
nant women, elderly, and disabled covered by Medicaid, including more than
420,000 people in New Mexico.
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At the same time, this collection of ideas for change contained in the budget may
not go far enough to reform the program. Medicaid is set up to pay claims, not to
{)mgrove anyone’s health. Real Medicaid reform goes far beyond the proposals in this

udget.

Some states have used the Federal matching structure of Medicaid to inappropri-
ately draw down Federal funds to pay for non-health expenses. This is often done
through complicated financing mechanisms that require taxing or transferring dol-
lars from counties, public providers, or in some cases beneficiaries and then return-
ing the funds to the borrower. This allows states to avoid putting up their share
while still drawing Federal dollars. These techniques, however, are sometimes used
legitimately within the guidelines established in the Medicaid statute and are a
vital tool states use to fund health care for low-income Medicaid patients. While
fraudulent mechanisms that allow states to use Federal Medicaid dollars inappro-
priately should be ended, a distinction should be mode between legitimate and ille-
gitimate intergovernmental transfers. If a county hospital funds care for low-income
people eligible for Medicaid, a state should be able to use that local contribution as

art of its “match,” for example. While the Administration estimates savings of
510.9 billion over 10 years by restricting intergovernmental transfers, this cost will
be shifted to the states. States will not simply absorb this cost, but will take actions
to reduce eligibility, reduce benefits, or reduce payments to health care providers.
These decisions have consequences for those who depend’ on Medicaid.

Under another initiative, the Federal Government would cap the funding states
could receive for administrative costs. States use the 50 percent Federal administra-
tive match to invest in computer systems that identify and fight fraud, track qual-
ity, and collect and disseminate data. Reducing the ability of states to prevent Med-
icaid fraud and abuse and conduct outreach to eligible beneficiaries would appear
to be antithetical to the goals outlined in the President’s budget and may be 1ill-ad-
vised without further explanation and review.

While some of the initiatives in the President’s budget may have merit, they do
not constitute Medicaid reform. I chaired a Medicaid Task Force in the Energy and
Commerce Committee during the 108th Congress that comprehensively studied the
challenges facing Medicaid. We identified several areas where Medicaid should be
improved and/or modernized to bring the program in line with 21st Century medi-
cine. It is increasingly clear to me that we need a national strategy for long-term
care. While only, 16 percent of the people enrolled in Medicaid are seniors, they ac-
count for 30 percent of the cost. Much of that cost is spent on long-term care. Med-
icaid pays for more than seven out of ten nursing home beds in this country. We
are living longer and the baby boom generation will put burdens on the system that
Medicaid is not designed to carry. Federal Medicaid spending for long-term care is
projected to nearly triple over the next 10 years, from $50 billion to $140 billion.
The growth in long-term care spending alone will take away from Medicaid’s ability
to continue to provide health care services to children, such as early periodic screen-
ing and development tests. While enforcing and strengthening existing asset trans-
fer rules will help, more fundamental reforms and incentives will be needed to get
more private funding into the system and relieve the burden on Medicaid.

A national strategy on long-term care will make it easier for seniors to get reverse
mortgages, promote long-term care insurance, and make sure high quality care is
available for low-income seniors by expecting people who can afford to pay for them-
selves to do so.

There is a subgroup of the bar that specializes in qualifying Mom and Dad for
Medicaid while you protect your inheritance. We cannot afford for middle- and
upperincome Americans to give away their assets so that Medicaid can pay for their
care.

Medicaid is administered by the states with joint federal-state financing mecha-
nisms that would make Rube Goldberg proud. Many eligibility pathways are tied
to the old Aid to Families with Dependent Children welfare program, which was re-
placed with the Temporary Assistance to Needy Families Program nearly a decade
ago. In New Mexico, there are 47 different eligibility pathways for Medicaid. Med-
icaid reimbursement to providers often lags significantly behind Medicare and pri-
vate insurers, leading to access problems for Medicaid beneficiaries. Medicaid pays
claims, but it doesn’t pay to improve anyone’s health. States need a waiver from the
Federal Government to implement programs that teach people who to manage
chronic disease, and waivers can take more than 2 years to be approved. With very
few exceptions, Medicaid is an inflexible, one-size-fits-all program in a world that
demands choices.

We need real Medicaid reform that addresses these challenges. Implementing
piecemeal changes that allow us to meet an arbitrary budget number is not real re-
form. In fact, addressing these issues now through the budget process may inhibit
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our effort at making more needed, fundamental reforms in the near future. I do not
believe the budget process should drive Medicaid reform or impede our ability to im-
prove it. Policy should drive the budget, not the other way around.

I have introduced legislation to create a Bipartisan Commission on Medicaid to
make recommendations for improvements that would strengthen and modernize the
program. The legislation outlines specific areas the Commission would examine and
directs the Commission to issue a report to Congress, the President, and the public
within 18 months. This legislation, introduced less than 2 weeks ago, already has
the support of 97 of our colleagues in the House and 22 Senators. Thirty-two groups
have endorsed the legislation because they realize that any changes to the Medicaid
program have consequences for the populations served and for the providers who ad-
minister the Medicaid program. (See addendum). Even more than Medicare, Med-
icaid is a very complicated program. We need a concerted effort to light the way to
real reform. The commission would provide the right forum to carefully deliberate
needed policy changes to ensure the long-term financial stability of the program
while maintaining Medicaid as a safety net program for low-income children, preg-
nant women, elderly and disabled Americans.

Mr. Chairman, there are 2,500 approved waivers for the Federal Medicaid pro-
gram. In fact, the only reason this program is working at all is because of these
waivers. Any Federal program that has given 2,500 exceptions is overdue for funda-
mental reform to change the rules and the program.

I respectfully request that the Budget Committee include $1.5 million in the FY
2006 Budget Resolution for the Bipartisan Commission on Medicaid. Including fund-
ing for the Commission in the FY 2006 Budget Resolution will ensure that the work
of the Commission begins quickly after its enactment so that Medicaid moderniza-
tion efforts will not be delayed.

Thank you, Mr. Chairman, for your consideration of this request and I appreciate
the opportunity to submit this testimony to your committee.

Mr. CONAWAY [presiding]. Thank you for that testimony. I think
most of us share the common concern that the looming issue with
Medicaid and Medicare and how we continue to fund that and meet
those needs is one that is going to dwarf the current efforts to re-
tool Social Security. And you are serving on the right committee,
](;bviously, that is going to be the one to look at the overall num-

ers.

I don’t have any other questions other than to say good luck with
the efforts. And you are going to be on the leading edge of what
we have to face in the near future.

Mr. PORTMAN. First I ought to thank you for your willingness to
take on this task and your passion for it. This is a critical issue
and I am going to go out on a big limb here and tell you we would
be happy to cosponsor your legislation.

I see one of my staff members looking up and saying, wait a
minute. You haven’t asked us yet. In this case, I know it is the
right thing to do. I would like to be on the legislation. I think short
of a commission, it is difficult to see how we can get at some of
these underlying problems. And we have done this with Internal
Revenue Service and with Medicare, which was somewhat success-
ful. And I think this is an example of our inability as Members of
Congress year to year to make the fundamental reforms that are
needed to provide health care that is appropriate to our poor citi-
zens, rather than go through the bureaucratic process of simply de-
livering a payment.

I am particularly interested in the issue of seniors. And I know
in my own State, there is an increasing reliance on Medicaid. This
is an effect the States feel as well, because in Ohio the States pick
up 40 percent of that. And I think that is probably a leading issue
that might get us to the point of setting up a commission once we
do that.
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As you indicate there are so many other issues we need to look
at.

I have one simple question for you and this is premature and has
to do with reform. Do you feel that there is an inherent conflict in
the way in which the program is set up because of the match that
neither the Federal Government nor the State government has an
alignment of the responsibility for the full payment of the program
and thus the accountability that would go with that?

Mrs. WILSON. I think there are fundamental problems with the
way we finance this program and it is not only in the mechanisms
between the States and the Feds, but it forces every State official
that is going after the marginal penny on the dollar for Federal
match. They are not thinking about the patients.

In my previous life I was the Cabinet secretary for children’s pro-
grams in New Mexico. Here is an illustration, just a story, but I
think it tells something. Shortly before I became the Cabinet sec-
retary, we had a lot of kids in group homes. If you are a teenager
in foster care, you are not going to have a family of your own until
you have one yourself. Most of us can’t even stand our own teen-
agers, let alone one that is abused and neglected. We figured out
that, you know, if we could get these group homes eligible as resi-
dential treatment centers under Medicaid, we could draw down
$0.75 on the dollar in Federal match. Most of these kids have diag-
noses, medicalized them, added in behavioral health specialists and
psychiatrists and everything else. The costs went up, but for the
State, it was only $0.25 on the dollar. The general fund cost to the
State went down. We qualified all of these group homes as residen-
tial treatment centers, gave every one of these kids a label as men-
tally ill. You know the one thing they didn’t get? They didn’t get
parents.

What would you have done with that money to support a foster
family and give them the training and the support they needed to
take a troubled kid? We were doing the wrong thing for the kid,
and e}zlvery one of those kids, because we were following the Federal
match.

And there are a thousand decisions like that that are made every
day in every State in this Nation and that is why we need to
change this program.

Mr. PORTMAN. Good example. And I thank you for your ongoing
efforts and appreciate you being here today.

Mr. CoNAwWAY. Ms. Wilson, you mentioned waste, fraud and
abuse within the system. It is my understanding that States are
supposed to have units that—are they doing their job? Does that
need to be restructured as well?

Mrs. WILSON. I think it does. Even if you go to a 90 percent
match, States are very reluctant to invest in computer systems and
information investigatory systems that go after Medicaid fraud.
And one of the reasons is that they don’t get much from the recov-
ery until it is all over and then they only get very little. And so
the motivation isn’t there as it is under Medicare. So we don’t have
anywhere near the recoveries for fraud and waste under Medicaid
that we do under Medicare.

Mr. CoNnawAY. We have been joined by Mr. Cooper.

Mr. COOPER. Nothing.
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Mr. CoNAWAY. Mrs. Wilson, thank you very much for your pas-
sion on this issue. Like I said, you have been the center of the
storm on an issue that is going to face this Congress and this Na-
tion over the next several years.

Mr. CoNawWAY. Mr. Miller is next on the list. Ten minutes. Thank
you for being here today.

STATEMENT OF THE HON. BRAD MILLER, A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF NORTH CAROLINA

Mr. MILLER OF NORTH CAROLINA. Thank you Mr. Chairman.
Thank you for this opportunity to address the priorities that I
think should be reflected in this year’s budget to assure our Nation
a prosperous future.

My State faces a difficult economic transition. The industries
that North Carolinians have relied upon for their livelihood—tex-
tiles, tobacco, furniture—have suffered one layoff after another.
Most of the plants that have closed will never reopen. North Caro-
lina has lost more than 190,000 manufacturing jobs in the last 4
%7ears. And the textile industry is bracing for more bad news short-
y.
Mr. Chairman, those statistics on job loss are not just economic
statistics to me. I can close my eyes and see the faces of workers
who have lost their jobs and don’t know how they are going to sup-
port themselves or their families.

North Carolina’s experience is hardly unique. The Nation has
suffered a net loss of 2.8 million manufacturing jobs in the last 4
years. Those are jobs with decent wages and benefits, jobs a family
can build a future around. The current administration now predicts
our economy will slow for the next generation and beyond to a
growth rate of about half of what our parents and grandparents ex-
perienced. And my generation in particular needs to scale back our
expectations of what life will be like after we retire from the work-
force.

Mr. Chairman, I refuse to accept that, though we have to do bet-
ter than the President’s proposed budget. We can and should be the
most innovative and productive economy in the world. Our great
strength is the American people, the American worker, the Amer-
ican entrepreneur and the American scientist. The proposed budget
cheats them all of the help they need and deserve.

First, our standard of living depends upon having the most
skilled workforce in the world. Chairman Alan Greenspan, in his
testimony last week to the Financial Services Committee, stressed
the need for both full education and on-the-job training. But the
proposed budget cuts $1.3 billion from technical and vocational
education programs, including all funding for national and State
grants, tech prep education grants, and tech prep demonstration
projects. The budget cuts adult education, including adult literacy
programs, by $370 million.

Mr. Chairman, to give you one example, Rockingham County in
my district has the highest percentage of the workforce in manufac-
turing in the State. Forty-five percent of the adult population of
Rockingham County does not have a high school diploma or GED.
Folks went straight from high school to the mill, like their parents
did before them. It didn’t matter if they didn’t have a high school
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diploma. Now they are middle aged, my age, they have to find new
work, and they have to go back and get a GED to do it. Cutting
$370 million from adult literacy programs betrays those workers of
what they need.

The budget eliminates funding for education and technology pro-
grams, including the Education and Technology State Grants. In
North Carolina, the budget would mean $21 million less for voca-
tional education in the public schools and $12 million less for job
training programs for our community colleges.

Second, our economic future depends on our economy remaining
the world’s most agile economy. The entrepreneurial talent of
Americans is astounding. Small businesses spot economic niches,
even new industries, remarkably quickly and have made our econ-
omy the most vibrant economy in the world. We count on small
businesses to grow our economy. Half our gross domestic product
is generated by small business. Even more important, small busi-
nesses create 75 percent of new jobs. But even in the face of our
current economic challenges, the proposed budget would cut fund-
ing for small business programs by 62 percent.

The $6.1 billion in cuts to programs that provide technical assist-
ance, incentives or capital to small business amounts to only one-
quarter of 1 percent of the overall 2006 budget. Those cuts do very
little to help the deficit and they stifle the ability of new entre-
preneurs to start and grow their own businesses. Many of the pro-
grams cut have a proven track record. Many of them make more
money on return investment than they cost. For example, the pro-
posed budget once again would raise fees for 7(a) loan program par-
ticipants, making the program less accessible and more costly. The
microloan program run through the Small Business Administration
would be eliminated. Programs that help small businesses access
technology, such as Community Technology Centers and Tech-
nology Opportunities Program, receive no funding. Despite a record
deficit and trade deficit, the President’s budget was proposed cut-
ting all funding for the U.S. Export Assistance Center which helps
small businesses sell their products in the global marketplace. The
budget would cut by 56.5 percent the funding for the Manufac-
turing Extension Partnership (MEP) which helps small businesses,
primarily small manufacturers, adopt advanced manufacturing
technologies and business practices. In 2002 alone, North Caro-
lina’s MEP helped North Carolina companies save $85.6 million, a
critical competitive advantage in a ruthless world economy.

Third, our future prosperity depends on remaining the most in-
novative economy in the world. Our research universities are the
envy of the world, and our Nation has led the world in developing
new products and new production technologies from research. But
the proposed budget for research again fails to even keep pace with
the rate of inflation.

The Advanced Technology Program (ATP) is the only source of
“patient capital” for many innovative small companies and has
helped many businesses cross the valley of death from an idea in
the lab to product in the marketplace, a difficult and expensive
journey. The proposed budget eliminates all funding for the ATP.

Mr. Chairman, I hope this committee will look at the economic
challenges our economy and Nation faces and not accept meekly
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that our Nation’s economy will not lead the world in the future as
it has in the past. We can continue to lead the world, but not with
the priorities of this budget. Thank you Mr. Chairman.

[The prepared statement of Brad Miller follows:]

PREPARED STATEMENT OF HON. BRAD MILLER, A REPRESENTATIVE IN CONGRESS
FROM THE STATE OF NORTH CAROLINA

Mr. Chairman, thank you for this opportunity to address the priorities that I
think should be reflected in this year’s budget to assure our nation a prosperous fu-
ture.

My state faces a difficult economic transition. The industries that North Caro-
linians have relied upon for their livelihood—textiles, tobacco, furniture—have suf-
fered one layoff after another. Most of the plants that have closed will never reopen.
North Carolina has lost more than 190,000 manufacturing jobs in the last 4 years,
and the textile industry, in particular, is bracing for more bad news shortly.

North Carolina’s experience is hardly unique. The nation has suffered a net loss
of 2.8 million manufacturing jobs in the last 4 years. Those are jobs with decent
wages and benefits, jobs a family can build a future around.

The current administration now predicts that our economy will slow for the next
generation and beyond to a growth rate of about half what our parents and grand-
parents experienced, and that my generation, in particular, needs to scale back our
expectations of what life will be like after we retire from the workforce.

Mr. Chairman, I refuse to accept that. But we have to do better than the Presi-
dent’s proposed budget.

We can and should be the most innovative and productive economy in the world.
Our great strength is the American people—the American worker, the American en-
trepreneur, the American scientist. The proposed budget cheats them all of the help
they need and deserve.

First, our standard of living depends on having the most skilled workforce in the
world. Chairman Alan Greenspan, in his testimony to the Financial Services Com-
mittee last week, stressed the need for both formal education and on-the-job train-
ing.

But the proposed budget cuts $1.3 billion from technical and vocational education
programs, including all funding for national and state grants, tech-prep education
grants and tech-prep demonstration programs.

) The budget cuts adult education, including adult literacy programs, by $370 mil-
ion.

The budget eliminates funding for education and technology programs, including
the Education Technology State Grants.

In North Carolina, the budget would mean $21 million less for vocation education
in the public schools and $12 million less for job training programs through our
community colleges.

Second, our economic future depends on our economy remaining the world’s most
agile economy.

The entrepreneurial talent of Americans is astounding. Small businesses spot eco-
nomic niches, even new industries, remarkably quickly, and have made our economy
the most vibrant economy in the world. We count on small businesses to grow our
economy. Half of the American economy, our gross domestic product, is generated
by small businesses. Even more important, small businesses create 75 percent of
new jobs.

But even in the face of our current economic challenges, the Bush budget proposal
would cut funding for small business programs by 62 percent. The $6.1 billion in
cuts to programs that provide technical assistance, incentives, or capital to small
businesses, amounts to only one quarter of 1 percent of the overall 2006 budget.
These cuts do little to help the deficit, and they stifle the ability of new entre-
preneurs to start and grow their own business.

Many of the programs cut have a proven track record. Many of them make more
money in returned investment than they cost.

For example:

¢ The purposed budget once again would raise fees for 7(a) loan program partici-
pants, making the program less accessible and more costly.

¢ The Microloan program run through the Small Business Administration would
be eliminated.

¢ Programs that help small businesses access technology such as Community
Technology Centers (CTC) and the Technology Opportunities Program (TOP) receive
no funding.
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« Despite a record trade deficit, the President’s budget purposes cuts all funding
for U.S. Export Assistance Centers, which help small businesses sell their products
in the global marketplace.

¢ The budget would cut by 56.5 percent the funding for the Manufacturing Exten-
sion Partnership, which helps small businesses, primarily small manufacturers,
adopt advanced manufacturing technologies and business practices. In 2002 alone,
North Carolina’s MEP helped North Carolina companies save $85.6 million, a crit-
ical competitive advantage in a ruthless world economy.

Third, our future prosperity depends on our remaining the most innovative econ-
omy in the world. Our research universities are the envy of the world, and our na-
tion has led the world in developing new products and new production technologies
from research. But the proposed budget for research again fails even to keep pace
with the rate of inflation.

The Advanced Technology Program is the only source of “patient capital” for many
innovative small companies, and has helped many businesses cross the “valley of
death” from idea in the lab to product in the marketplace, a long and expensive
journey. The proposed budget eliminates funding for the ATP.

Mr. Chairman, I hope this committee will look at the economic challenges our na-
tion faces, and not accept meekly that our nation’s economy will not lead the world
in the future as it has in the past. We can continue to lead the world, but not with
the priorities of this budget.

Mr. CoNAWAY. I appreciate those comments. Mr. Cooper, any
questions?

Mr. COOPER. I just would like to thank my friend from North
Carolina because I think he has gone the extra mile to not only
represent his constituents but protect his constituents, because
these budget cuts can and will be devastating to his constituents
and people like that around the country.

I think North Carolina is a great example of a State that has
done all it could locally to have an excellent education system, but
they need a little Federal help. And to abandon vocational edu-
cation, it is almost unthinkable. You wonder who on Earth sug-
gested this to the President, and hopefully cuts will not remain in
the final budget product. But North Carolina is going through a
very difficult transition, perhaps the most difficult transition of any
State, due to losses of tobacco, textiles, and general manufacturing.
My heart goes out to the gentleman, but at least your constituents
are well represented.

Mr. MILLER OF NORTH CAROLINA. Thank you, Mr. Cooper. And
you know well how important our community college system is. Mr.
Cooper, like me, graduated from the University of North Carolina,
Chapel Hill. And although he is from Tennessee, I think he knows
my State pretty well and understands that we were the leader in
community colleges. And they are a remarkable asset to our State.
Something like one North Carolina adult in six attends or is en-
rolled in a community college course in any given year. That is a
remarkable statistic. Our State is remarkably dependent upon
them.

I gave a statistic of 45 percent of the adult population in Rock-
ingham County not having a high school diploma or GED. But for
most of North Carolina’s rural counties, the number is in the high
30s, and the community colleges are where folks go to get a GED.
They go to workplaces where the employer will help out by letting
their employees take courses at their workplace. They are a prize.

And cutting funding for adult education and cutting funding vo-
cational education really cheats the people of my State and workers
of my State of the help they need to create an economic future for
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themselves as we face—North Carolina faces a very difficult eco-
nomic transition.

Mr. CoNaAwAY. We have some difficult choices ahead as the au-
thorizing committees and the appropriations committees deal with
the details and assess each one of the President’s recommenda-
tions. So thank you for your testimony today. Thank you, sir. Ap-
preciate you being here.

Mr. CoNaAwAY. We will turn to Ms. Capito.

STATEMENT OF THE HON. SHELLEY MOORE CAPITO, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF WEST
VIRGINIA

Mrs. CapiTO. Thank you, Mr. Chairman and Mr. Cooper. Thank
you for the opportunity to testify before the committee. I appreciate
the opportunity to address items in the budget that I feel are im-
portant to West Virginians.

I want to applaud the efforts of the President and the Budget
Committee as it moves through the effort to control Federal spend-
ing. I think it is important to the Nation’s long-term financial
health that we try to accomplish the President’s goal of cutting the
deficit in half by fiscal year 2009.

I would like to address some areas of concern that I have with
the President’s budget proposal. The budget proposes a New Com-
munities Initiative which combines 18 economic development pro-
grams into a single program under the Department of Commerce.
The President’s budget proposes $3.71 billion for the new program,
a significant decrease from the $5.31 billion the 18 programs com-
bined received in last year’s appropriation cycle. I support efforts
to become more efficient in the Federal Economic Development pro-
grams, but I am concerned. I am concerned, however, the funding
cuts will do substantial harm to economic development activities in
areas like my rural district that greatly needs these resources.

I was interested to hear the discussion of North Carolina, who
is in transition. If anybody knows the State of West Virginia well,
we want to get to the point where we can transition. We have had
always difficult economic problems.

Of grave concern to me is the shift of the Community Develop-
ment Block Grant (CDBG) program, which itself received more
than $4 billion last year from the Department of Housing and
Urban Development to the Department of Commerce. Community
development block grants provide the resources for economic activi-
ties across West Virginia. Cities like Charleston and Martinsburg
in my district could see significant reductions of economic develop-
ment aid if we accept the reconfiguration of the CDBG program.
These cities have experienced cuts last year in the CDBG money
and further cuts could hinder the city’s ability to provide important
services and bring jobs to the communities. Rural areas such as
West Virginia would be harmed by the CDBG reductions. CDBG
money provides funding to West Virginia’s Small Cities Grant pro-
gram that sends development aid to communities across the State.
I know that smaller sums of money to States like mine can do
enormous and make enormous progress. So any cut is felt in a very
significant way.
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Planning funds from the programs provide resources to regional
councils such as the Region VII Development Council that helps
match Federal, State, and local dollars with private investment to
bring jobs to Randolph, Upshur, Lewis, and Braxton counties in my
district. Some of these counties have unemployment in the 13, 14
percent range. Funds for these planning activities come not just
from the CDBG program but also from the Economic Development
Administration, another program consolidated under the Commu-
nities Initiative. Rural enterprise communities like the Upper
Kanawha Valley Enterprise Community would also be at risk for
funding reductions under this proposal.

I ask the committee as you consider the President’s Communities
Initiative to ensure that adequate money is provided to continue to
support funding at last year’s level for development activities in cit-
ies and regional planning organizations.

I am also concerned, as my colleague from North Carolina, with
the proposed changes in high school education funding and the vo-
cational technical. The President’s budget proposes $1.24 billion
High School Intervention Initiative that consolidates the funding
for Perkins Vocational Education, the TRIO Upward Bound, and
TRIO Talent Search programs. These programs combined received
$1.925 billion last year. These programs are crucial to the success
of at-risk students and for those careers of those who do not attend
college. In West Virginia, we have one of the lower college-going
rates. These programs are essential to not only the training but to
the future of these young men and women as they seek their fu-
tures. States should be held accountable for student achievement
certainly, but we must ensure that school districts are given the re-
sources to succeed.

We owe a debt of gratitude to all the men and women who have
served in our Armed Forces. It is important we provide those re-
sources to care for our veterans, from the aging members of the
World War II generation to those who are returning injured from
the war against terror. While I am proud that the budget for vet-
erans health is 47 percent higher than it was in 2001, this year’s
budget proposal increases funding for veterans by less than one-
half of 1 percent. I urge the committee to provide sufficient re-
sources to provide the highest-quality health care for our veterans.

I want to commend the President for including $283.9 billion for
the reauthorization of SAFETEA through 2009 in the budget pro-
posal. This funding level will provide the funds necessary for cru-
cial construction projects across this Nation. Making U.S. Route 35
in my district a four-lane highway in Putnam and Mason County
is a crucial project that will benefit from this reauthorization.

Medicaid and SCHIP programs are critical programs that provide
basic health care to low-income children and families. Medicaid—
and we have discussed this, Mrs. Wilson—Medicaid is in a looming
financial crisis for both the Federal and State governments. It is
important that as we work to reduce our Federal deficits, we work
with States to ensure that Medicaid programs are adequately fund-
ed and that the burden of the program is not shifted to the States.

I commend the administration for proposing Cover the Kids Ini-
tiative that will provide $1 billion in grants to promote SCHIP and
ensure that parents whose children could benefit know about this
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program. I ask that the committee provide the resources for this
new program.

I also want to say that the President’s Community Health Cen-
ters Initiative has done wonders for the State of West Virginia in
delivery and accessing quality of rural health care. These centers,
like the Minnie Hamilton Health Center in Calhoun County in
West Virginia, reduce the costs of health care by cutting down un-
necessary emergency room visits while providing important preven-
tive care. The proposed budget recommends $2 billion for Commu-
nity Health Centers, and I ask that the committee fully fund the
President’s request.

In closing, thank you for the opportunity to appear before the
committee today for issues that I believe are important to West
Virginia. I look forward to working with the committee as this
budget resolution moves through our House.

[The prepared statement of Shelley Moore Capito follows:]

PREPARED STATEMENT OF HON. SHELLEY MOORE CAPITO, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF WEST VIRGINIA

Mr. Chairman, Mr. Ranking Member, and Members of the Budget Committee,

Thank you for the opportunity to testify before the committee. I appreciate the
opportunity to address items in the budget that are important to West Virginians.

First, I applaud the efforts of the President and the Budget Committee to control
Federal spending. It is important to the nation’s long term financial health that we
accomplish the President’s goal of cutting the deficit in half by Fiscal Year 2009.
I am pleased that this goal will be accomplished while extending the tax cuts we
passed in 2001 and 2003 that have brought over 2 million jobs to our nation in the
past year.

COMMUNITY DEVELOPMENT BLOCK GRANT (CDBG)

I would like to address some areas of concern that I have with the President’s
budget proposal. The budget proposes a new Communities’ initiative which com-
bines 18 Economic Development programs into a single program under the Depart-
ment of Commerce. The President’s budget proposes $3.71 billion for the new pro-
gram, a significant decrease from $5.31 billion the 18 programs combined received
in last year’s appropriations cycle.

I support efforts to bring more efficiency to Federal economic development pro-
grams. I am concerned; however, the funding cuts will do substantial harm to eco-
nomic development activities in areas like my rural district that greatly need these
resources.

Of greatest concern is the shift of the Community Development Block Grant pro-
gram, which itself received more than $4 billion last year, from the Department of
Housing and Urban Development to the Department of Commerce. Community De-
velopment Block Grants provide the resources for economic activity across West Vir-

nia.

Cities like Charleston and Martinsburg in my district could see significant reduc-
tions in economic development aid if we accept the reconfiguration of the CDBG pro-
gram. These cities already experienced cuts in CDBG money last year, and further
cuts could hinder the cities’ ability to provide important services and bring jobs to
the community.

Rural areas would also be harmed by CDBG reductions. CDBG money provides
funding to West Virginia’s Small Cities Grant Program that sends development aid
to communities across the state. Planning funds from the program provide resources
to regional councils, such as the Region VII Development Council that helps match
federal, state, and local dollars with private investment to bring jobs to Randolph,
Upshur, Lewis, and Braxton counties in my district. Funds for these planning activi-
ties come not just from the CDBG program, but also from the Economic Develop-
ment Administration, another program consolidated under the communities’ initia-
tive. Rural Enterprise Communities, like the Upper Kanawha Valley Enterprise
Community would also be at risk for funding reductions under the proposal.

I ask the committee as you consider the President’s Communities Initiative to en-
sure that adequate money is provided to continue to support funding at last year’s
level for development activities in cities and regional planning organizations.
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VOCATIONAL EDUCATION

I am also concerned with proposed changes in high school education funding. The
President’s budget proposes a 51.24 billion high school intervention initiative that
consolidates the funding for Perkins Vocational Education, TRIO Upward Bound,
and TRIO Talent Search programs. These programs combined received $1.925 bil-
lion last year. These programs are crucial to the success of at-risk students and the
careers of those who do not attend college. States should be held accountable for
student achievement, but we must ensure that school districts are given the re-
sources to succeed.

VETERANS

We owe a debt of gratitude to all the men and women who have served in our
Armed Forces. It is important that we provide the resources to care for our vet-
erans—from the aging members of the World War Two generation to those who are
returning injured from the War against Terror.

While I am proud that the budget for veteran’s health care is 47 percent higher
today than it was in 2001, this year’s budget proposal increases funding for veterans
medical programs by less than half of 1 percent. I urge the committee to provide
sufficient resources to provide the highest quality healthcare for our veterans.

TRANSPORTATION

I want to commend the President for including $283.9 billion for the reauthoriza-
tion of SAFETEA through 2009 in the budget proposal. This funding level will pro-
vide the funds necessary for crucial construction projects across the nation. Making
US Route 35 a four lane highway in Putnam and Mason counties in my district is
a crucial project that will benefit from this reauthorization level. I urge the com-
mittee to include at least the $283.9 billion proposed by the President in the final
budget resolution.

MEDICAID

Medicaid and SCHIP are critical programs that provide basic health care to low
income children and families. Medicaid is also a looming financial crisis for both the
Federal Government and for state governments. It is important that as we work to
reduce our Federal deficit, we work with states to ensure that Medicaid programs
are adequately funded and that the burden of the program is not shifted to the
states.

I commend the administration for proposing the Cover the Kids initiative that will
provide up to $1 billion in grants to promote S-CHIP and ensure that parents whose
children could benefit from S-CHIP know about the program. I ask that the com-
mittee provide resources for this important new program.

I also commend the President on his Community Health Centers Initiative that
would open rural health centers in every low income county that can support one.
These centers, like the Minnie Hamilton Health Center in Calhoun County, West
Virginia, reduce the cost of health care by cutting down on unnecessary emergency
room visits, while providing important preventative care. The proposed budget rec-
ommends $2 billion for community health centers and I ask that the committee fully
fund the President’s request.

CLOSING

Again, thank you for the opportunity to appear before the committee today to
present issues important to the people of West Virginia. I look forward to continuing
‘pg work with the committee on a budget resolution that reflects our national prior-
1t1es.

Mr. CoNAWAY. Mr. Cooper, do you have any questions?

Mr. COOPER. Just briefly, I would like to ask the gentlelady from
West Virginia, it is my understanding we could save a lot of money
in the CDBG program if we means-tested it. In other words, if
wealthy communities were no longer eligible for benefits. And my
guess is that means test would still enable communities in West
Virginia to receive the funds.

Mrs. CAPITO. Certainly in the State of West Virginia, we welcome
all means testing because, unfortunately, our means are not in cer-
tain pockets. We do have some areas of growth. But generally
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speaking, we are in the low-income areas. We are a member of the
Appalachian Regional Commission. All 55 counties belong to that.
Of that, over half of those counties were considered economically
distressed.

And I believe you bring up an excellent point. If we target our
resources to those who are more economically distressed for what-
ever reason, historically or because of a loss of manufacturing jobs
in certain industries, it will create a rising tide for all of our com-
munities, and certainly those that haven’t been able to enjoy any
of the economic growth that has cascaded across the Nation in the
last couple of decades.

Mr. CooPER. I would just encourage you to influence your friends
who serve on the committee, because it is usually a party-line vote,
and I don’t know what they are going to do with CDBG grants. But
if you could persuade just two or three of your fellow Republicans,
we may be able to save a good bit of this program. But it is going
to take Republicans breaking rank on this committee in order to
do. I have only served 3 years on the committee and I never seen
that happen. Good luck in your efforts to persuade them to think
independently on this important issue.
hMr. CoNAWAY. Thank you for your testimony. And I appreciate
that.

During the Presidents Day break, I had the opportunity to visit
a technical school and had it pointed out they used their Perkins

rant money to buy equipment that was training people for

40,000- to $50,000-a-year jobs. So that was helpful to understand
how the money is used in a real way. Thank you for your com-
ments today.

Mr. CoNAWAY. The Chair now recognizes Mr. Robin Hayes for 10
minutes.

STATEMENT OF THE HON. ROBIN HAYES, A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF NORTH CAROLINA

Mr. HAYES. Thank you, Chairman Conaway, and Ranking Mem-
ber Cooper. I would ask your permission and unanimous consent
to submit the complete statement for the record and highlight the
issues that I am sure you have heard before, if that would be OK
with the committee.

Mr. CoNnawAYy. Without objection.

Mr. HaYES. Thank you for the opportunity to testify today. The
Eighth District of North Carolina is vitally important to me and
others of us who serve. Obviously we are concerned with veterans
programs. They are the heroes of the present and past battles. We
want to make sure we sustain and increase the services that we
provide for veterans, and the President’s budget needs a little help
there. We got a 2.7 percent increase in discretionary funds. And we
want to make sure we increase veterans health care funding and
other services and not have anything other than that.

Everything in your power I would ask that you do to adequately
fund our Nation’s veterans. Quality, affordable, accessible health
care service, are a critical priority.

The next item, Mr. Chairman, is impact aid. Impact aid for our
military communities such as Cumberland County and surrounding
counties at Fort Bragg is important to education and local school
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systems in order to replace revenues that are lost because of the
very large, very important, much appreciated military presence
there. The President’s budget puts impact aid at level funding,
which unfortunately in this climate, because of the way that the
program is structured. The cost-of-living adjustment is triggered by
the impact aid formula, and school districts will receive less money.
So I would respectfully request a 3 percent increase in the impact
aid funding.

Another vitally important issue here to our constituents, hope-
fully we would take money that has been proposed for funding for-
eign aid and other operations that could not—we need to do things
at home before we spend that money abroad. So I would ask the
committee to do what they can in that regard.

The community college presence, our technical colleges, those
schools that provide retraining for jobs that we lost in manufac-
turing and other areas are so vitally important. Perkins funding.
I would ask the committee do everything they can to take care of
Perkins programs and increase the ability for people to be re-
trained and reenter the workforce. Economic development and
workforce education are so important in mine and other districts.

Other important issues, the agriculture budget; cannot stress
enough how much our producer communities depend on a strong
agricultural economy. Based on present programming, there has
been a $16 billion savings compared to the March 2002 cost esti-
mate. Farmers need to plan just like other businesses. I would like
to keep those programs intact because they are working in an envi-
ronment where internationally we are subject to so many foreign
subsidies and artificial tariff barriers. We need to be sure our farm-
ers can be competitive. A disproportionate burden of debt reduction
at the present seems to be falling on the shoulders of our farmers.

Conservation initiatives, vitally important. They are doing a
great job in addressing the environmental issues in a commonsense
and in a very results-oriented way.

Community block grants, as Ms. Capito mentioned are important
to my rural district. I hope you will be able to find a way to deal
with that.

Mr. Chairman, thank you for the opportunity to testify before
your committee. I appreciate your consideration. Everyone wants to
cut the budget. There is no disagreement there. It is just when you
get into where the cuts come is there some discussion. I appreciate
your time and attention and would be glad to answer any ques-
tions.

[The prepared statement of Robin Hayes follows:]

PREPARED STATEMENT OF HON. ROBIN HAYES, A REPRESENTATIVE IN CONGRESS
FrROM THE STATE OF NORTH CAROLINA

Mr. Chairman, thank you for the opportunity of allowing me to testify before the
Committee today. There are several topics I would like to highlight: funding for Vet-
eran’s health care, Impact Aid, Department of Agriculture programs, and Commu-
nity Development Block Grants.

Mr. Chairman, our veterans are the heroes who helped define our American herit-
age. They are living evidence that freedom is never free. As we continue to sustain
operations in support of the Global War on Terrorism, it is imperative we send a
strong signal to these active duty forces that our nation will indeed care for them
when they return home.
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As you know, the President’s FY 2006 budget proposal totals $70.8 billion-$37.4
billion for mandatory programs and $33.4 in discretionary programs. This rep-
resents a 2.7 percent increase in discretionary funds over the enacted level of 2005.
From 2001 to 2005, veterans health care funding has increased 47 percent. As you
and your committee begin assembling the budget resolution for Fiscal Year 2006,
I ask that you do everything in your power to adequately fund programs for our na-
tion’s veterans.

Providing quality, affordable, and accessible health care services to our nations’
veterans must be a priority. In my district in North Carolina, we have been working
on establishing a Community Based Outpatient Clinic and must have the funds to
do so. We must adequately care for our nation’s heroes. During this time when we
are calling on our military to do so much, it sends a strong message that we will
take care of them to adequately fund veterans programs.

As you craft the budget resolution for Fiscal Year 2006, there are a many chal-
lenges to overcome. Funding the Global War on Terrorism, reducing the deficit, pro-
viding for our men and women in uniform and taking care of our domestic needs
all must be priorities. In balancing these priorities, I ask that you consider reducing
the funding for foreign operations. Sending hard-earned American taxpayer dollars
overseas to fund programs in other countries and international organizations should
not be a top priority when we must meet so many needs here at home first. I urge
you to increase funding for veterans programs and fully fund our military require-
ments before allocating money toward foreign programs.

To further support our nation’s military; we must adequately fund Impact Aid.
This program began in 1950 when the Federal Government acknowledged that it
has a responsibility to reimburse local public school districts for local tax revenue
lost due to a Federal presence—such as a military base. Impact Aid funds are sent
directly to the local school districts making Impact Aid one of the most efficient pro-
grams that the Department of Education administers.

Students in the 8th District of North Carolina depend on this funding, as do the
teachers and administrators in the school systems adjacent to Ft. Bragg. As you
know, Cumberland County, NC is the proud home Ft. Bragg, one of the largest mili-
tary installations in the world. Impact Aid literally funds the school system. It takes
the place of local tax revenue that otherwise would flow to the school system if
Uncle Sam wasn’t the primary presence in the County.

This year the President’s Budget proposal funds Impact Aid. In tight budget
times, this doesn’t sound so bad. However, federally impacted school systems know
that level funding actually means a loss. Due to a cost of living adjustment that
is automatically triggered by the Impact Aid formula, many school districts actually
receive less money in real dollars as a result of level funding for the program.

The House Impact Aid Coalition was formed in 1995 to promote and improve the
Impact Aid Program. Our coalition has grown from just twelve Members of Congress
in 1995, to its current membership of 129. As a Coalition Co-Chair, I join my col-
leagues to support our goal to increase funding for the Impact Aid Program to
$1.281 billion, a 3 percent increase over last year’s conference report funding level.
At this level, school systems would be able to maintain their vital programs and
Congress would affirm its commitment to the program.

Further helping strengthen our Nation’s education system, many of my constitu-
ents, college students and Community College Presidents, have contacted me with
their concerns regarding Perkins funding. The Carl D. Perkins Vocational and Tech-
nical Education Act funding is vital to my district, and to the entire North Carolina
Community College System. As Congress looks for ways to improve the Perkins pro-
gram, I urge this Committee to recognize that we must not compromise the success
of those that look to Community Colleges for workforce training. We want our young
people and those seeking retraining to be prepared for the 21st Century workforce.
By eliminating Perkins funding altogether, I fear we would working against our own
goal of helping those institutions that are so vital to the economic development and
workforce education of my district.

Mr. Chairman, I also want to let you know that I have heard many concerns from
farmers in my district regarding the President’s budget proposal. My district is very
rural and composed of many small to large farms through out the region. I cannot
stress to you enough how many producers and communities depend upon a strong
agricultural economy.

It is important to consider what U.S. farm policy has already contributed to deficit
reduction. U.S. farm policy for commodities has already achieved $16 billion in sav-
ings compared to the March 2002 CBO cost estimate. Meanwhile, mandatory fund-
ing for conservation, rural development, trade promotion, research, renewable en-
ergy, and forestry initiatives have all sustained cuts in the last 2 years totaling
more than $2 billion. The recently proposed cuts to U.S. farm policy, when added
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to the mandatory savings already achieved, bring to rest a disproportionate burden
of deficit reduction on the shoulders of our nation’s producers and rural commu-
nities.

As you know, producers have made long-term business plans based upon the pro-
grams currently available in the Farm Bill. Taking away or altering these programs
brings uncertainty to the farming assistance.

U.S. farm policy is also about our producers being competitive globally when
many countries all over the world already have much higher price support systems
than the U.S. Foreign subsidies and tariffs are 5 and 6 times higher than our own.
It is important that we do not inadvertently make our farmers less competitive and
hurt our much-needed agricultural exports.

I would also like to stress my support for funding our agriculture conservation ini-
tiatives. I've seen first hand how incentive based conservation initiatives, such as
EQIP and CRP, have been a major success in rehabilitating wildlife and wildlife
habitat and improving air and water quality. I am hopeful that you will continue
to support farming programs that have a high rate of success and that are ex-
tremely important to 8th District farmers.

Finally, Mr. Chairman I would like to address the proposed cuts in funding to the
Community Development Block Grant Program (CDBG’s). The CDBG program pro-
vides local municipalities the opportunity to create jobs, build and improve much
needed infrastructure, provide safe and affordable housing and leverage consider-
able private sector investment in communities.

In my district, which has been hit particularly hard by the loss of textile and
manufacturing businesses, the CDBG program has provided over $13 million in as-
sistance to help keep these towns on their feet.

CDBGs allow our local governments the flexibility to design programs that are
most effective to meet their specific needs. I urge that the Committee make every
effort to keep this important Program funded at or above Fiscal Year 2005’s level.

Mr. Chairman, thank you for the opportunity to testify before your Committee
about these important programs. I appreciate your consideration and look forward
to working with you on the Fiscal Year 2006 budget.

Mr. CoNAwWAY. Thank you, Mr. Hayes. Mr. Cooper.

Mr. COOPER. No.

Mr. CONAWAY. Several witnesses have talked about the impact
that reducing Community Development Block Grant moneys has.
Is there a way that we can quantify that? Any time you cut mon-
eys, everybody says that has a bad effect on programs. But it might
be helpful if there is some way we can say, given these grants, you
know, to fix things—in my community it is used for curbs and gut-
ters and sewers and infrastructure and those kinds of things that,
once it is done it is done. And if we didn’t have that money next
year, we wouldn’t do what we did this past year. Is there some way
we can look ahead and see what impact these actual cuts will have
instead of just saying that it is going to have a bad impact?

Mr. HAYES. Absolutely. Those actions are underway. And at the
same time, folks back home, I say to them, best thing we can do
is cut your taxes. Don’t send the money to Washington, because by
the time we take our portion out of it and what you get back is
not as good as if you kept it here. There are some funds that are
going to be increased in other areas that would hopefully take some
of that impact away and again give a positive impact.

I think the idea of putting it in commerce is to use it for eco-
nomic development, infrastructure, and things like that that is
going to grow the economy and create more jobs, which is so impor-
tant.

Mr. CoNAwAY. Thank you, sir. Appreciate your comments today.

The gentlewoman, Ms. Waters. You are recognized.
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STATEMENT OF THE HON. MAXINE WATERS, A REPRESENTA-
TIVE IN CONGRESS FROM THE STATE OF CALIFORNIA

Ms. WATERS. Thank you very much, Mr. Chairman. The Presi-
dent’s proposed funding year budget 2006 will create a tremendous
hardship on our Nation’s low-income families, senior citizens, dis-
abled persons, veterans, those seeking to improve their lives
through education and job training.

As the ranking member of the Housing Subcommittee of the Fi-
nancial Services Committee, I am here to urge the committee to re-
ject the disastrous budget cuts and program transfers in the U.S.
Department of Housing and Urban Development (HUD) budget
that the administration has proposed. If the President’s budget
were enacted, HUD would suffer a whopping 12 percent budget cut,
the largest of any Cabinet department.

As 1 said to HUD Secretary Jackson when he appeared before
the Financial Services Committee yesterday, I am very dis-
appointed by the huge budgets cuts and the massive program
transfers away from HUD that the administration has proposed in
its fiscal year 2006 budget. The HUD budget accelerates a 4-year
effort by the administration to dismantle critical HUD programs,
to make deep funding cuts in these programs and, regretfully, to
target these cuts to our most vulnerable low-income families, sen-
iors and disabled persons.

The proposed elimination of the Community Development Block
Grant and the 50 percent cut in the Disabled Housing funding are
just two of the most noteworthy examples. We have an affordable
housing crisis in much of this country. Just 2 weeks ago, the Los
Angeles Times reported that police had to disperse a crowd of
about 3,000 people vying for 150 low-income housing applications
in Hollywood, CA. When some people rushed the line, a riot en-
sued.

You could find a similar scene in many, many communities. As
the National Low Income Housing Coalition regularly reports,
there is not a single metropolitan area where an extremely low-in-
come family can be assured of finding a modest two-bedroom rental
home that is affordable. There are literally millions of people who
are homeless.

Mr. Chairman, it is stunning to me at a time when the adminis-
tration seeks $82 billion in a supplemental appropriation for Iraq,
Secretary Jackson told us that HUD has to prioritize by cutting af-
fordable housing programs because the Department’s proposed
budget will not permit these programs to be funded.

The President’s proposed budget would eviscerate CDGB to
States and localities, thereby resulting in a loss of affordable hous-
ing investments of $1.16 billion; cut the disabled housing budget by
50 percent; continue an assault on the rental housing assistance
safety net programs, that is Section 8 and public housing; eliminate
future funding for the HOPE VI program; rescind $143 million in
funding for 2005 HOPE VI funding that was only appropriated a
few months ago; and cut funding for housing programs for Native
Americans by 16 percent. Funding for critically needed capital re-
pair of housing units is cut another $252 million, and operating as-
sistance is cut by $17 million.
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The overall fiscal year 2006 budget housing request is 9 percent
below last year’s level, and 30 percent below the level when the ad-
ministration took office after adjusting for inflation. Home block
grants and the Housing for People with AIDS program, the
HOPWA program, also cut. Even funding for housing counseling
and for fair housing enforcement would be cut from the current
funding levels.

All these programs play a vital role in providing safe, decent, af-
fordable housing for low-income families, and I am hopeful that we
can join together from both sides of the aisle to keep from cutting
these programs.

I want to really put my attention at CDBG, the costs. CDBG is
that block grant funding program that goes to the cities and the
States to be disseminated among some small towns, that is a last-
stand effort by the Federal Government to really give some assist-
ance to the cities with critical problems that their budgets just
won’t meet.

I was pleased to hear you mention that in your area, the cities
and towns use this money for infrastructure. I, too, have five cities
in my district, and they are small cities. Without CDBG they would
not be able to support the needed repairs to the infrastructure that
are so desperately needed all over the country. So it is not simply
a matter of money that is going to follow 101(c)3 nonprofit organi-
zations that are working with at-risk youth and with seniors and
with other very, very needed areas in our cities, it is about support
for these towns and cities that they could not get anyplace else. No,
Mr. Chairman, they just don’t have the budgets.

This CDBG budget proposes to slashcommunity development by
$1.9 billion, a cut of 35 percent from the $5.6 billion level at which
these programs were funded in fiscal year 2005.

The President is also proposing a major reorganization of com-
munity development programs under which nearly all of the pro-
grams that comprise a community development fund, including the
Community Development Block Grant, would be moved out to the
Department of Commerce. Now, I don’t know what this is all about.
When we talked with Secretary Jackson about this, they talked
about taking 18 programs and transferring them over to Depart-
ment of Commerce. I understand what the Department of Com-
merce does, and I support economic development in a very, very
strong way, and there may be some programs like Section 108
Loan Guarantee Program that is maybe better situated, even
though, you know, this particular program is supported by the
CDBG funds that would be over in HUD. But these are moneys
that are used for the larger project developments in cities, like the
dfve}l)opment of old towns and big industries that will create a lot
of jobs.

So maybe there is some way that something like that could be
worked out, but to have these other programs, what do you do? Do
you release all of the people in HUD and bring in new people who
have long years of experience? I mean, release the people in Com-
merce, bring in people from HUD, you transfer personnel, you train
new personnel, you set up new departments? I don’t know how this
is done. If you are saying that the people who are there now were
responsible for the Department of Commerce programs will then
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somehow magically all of a sudden know what to do with CDBG,
I don’t think so. So I don’t understand why that is being done.

Among the programs slated not to be funded under the Presi-
dent’s proposals are Brownfields, Empowerment Zones/Enterprise
Communities, and the Rural Housing and Economic Development
Program. Well, for those people who think that it is important to
have economic development in the cities so that we won’t continue
forever to have to fund 501(c)(3)s because we don’t have the kind
of businesses and programs that can generate its own funding, it
is a mistake to go into their empowerment zones that were set up
for economic development and employment and all of a sudden get
rid of them. We haven’t finished the work yet. The same thing
with, well, Empowerment Zones/Enterprise and economic develop-
ment.

I won’t bore you with the rest of this testimony. I know you have
been here for a long time, and you have still got Members to go.
I have submitted 50 copies as required by the committee. I am
very, very hopeful that we will all, Democrats and Republicans
alike, see the value in CDBG and HUD and not allow it to be
slashed in the way that is being proposed.

Thank you.

[The prepared statement of Maxine Waters follows:]

PREPARED STATEMENT OF HON. MAXINE WATERS, A REPRESENTATIVE IN CONGRESS
FROM THE STATE OF CALIFORNIA

Chairman Nussle, Ranking Member Spratt, Members of the Committee, thank
you for the opportunity to testify before you today.

Mr. Chairman, the President’s proposed FY 2006 budget will create a tremendous
hardship on our nation’s low-income families, senior citizens, disabled persons, vet-
erans, those seeking to improve their lives through education and job training, and
many other groups.

As the Ranking Member of the Housing Subcommittee of the Financial Services
Committee, I am here to urge this Committee to reject the disastrous budget cuts
and program transfers in the HUD budget that the Administration has proposed.
If the President’s Budget were enacted, HUD would suffer a 12 percent budget cut,
the largest of any Cabinet Department.

HUD BUDGET

Mr. Chairman, as I told HUD Secretary Jackson when he appeared before the Fi-
nancial Services Committee yesterday, I am very disappointed by the huge budget
cuts and the massive program transfers away from HUD that the Administration
has proposed in its FY 2006 Budget. The FY 2006 HUD budget accelerates a 4-year
effort by the Bush Administration to dismantle critical HUD programs, to make
deep funding cuts in these programs, and regretfully, to target these cuts to our
most vulnerable low-income families, seniors, and disabled persons. The proposed
elimination of the Community Development Block Grant Program, and the 50 per-
cent cut in disabled housing funding are just two of the most noteworthy examples.

Mr. Chairman, we have an affordable housing crisis in much of this country. Just
2 weeks ago, the Los Angeles Times reported that police had to disperse a crowd
of about 3,000 people vying for 150 low-income housing applications in Hollywood,
California, when some people rushed the line and a riot ensued. You could find a
similar scene in many, many communities.

As the National Low Income Housing Coalition regularly reports, there is not a
single metropolitan area where an extremely low-income family can be assured of
finding a modest two bedroom rental home that is affordable. Moreover, there are
literally millions of people who are homeless.

Mr. Chairman, it is stunning to me, at a time when the Administration seeks al-
most $82 billion dollars in Supplemental Appropriations, principally for the War in
Iraq, Secretary Jackson would tell us that HUD has to “prioritize”, by cutting af-
fordable housing programs, because the Department’s proposed budget will not per-
mit these programs to be funded.
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The President’s proposed budget would eviscerate CDBG flexible block grants to
states and localities thereby resulting in a loss of affordable housing investments
of $1.16 billion dollars; cut the disabled housing budget by 50 percent; continue an
assault on the rental housing assistance safety net programs (Section 8 and public
housing); eliminate future funding for the HOPE VI program; rescind $143 million
dollars in FY 2005 HOPE VI funding that was only appropriated a few months ago;
and cut funding for housing programs for Native Americans by 16 percent.

Funding for critically needed capital repair of public housing units is cut another
$252 million, and operating assistance is cut by $17 million. The overall FY 2006
public housing request is 9 percent below last year’s level, and 30 percent below the
level when the Administration took office, after adjusting for inflation. HOME block
cuts and the Housing for People with AIDS program (HOPWA) also are cut. Even
funding for housing counseling and for fair housing enforcement would be cut from
their current funding levels! All these programs play a vital role in providing safe,
decent, affordable housing for low-income families. We must not cut these programs.

The HUD budget will cut 50 percent of the funding for the Section 811 program
for disabled housing. It is inexcusable for this program to be cut, let alone singled
out for a cut of this magnitude. The Administration budget also proposes to turn
Section 811 into a rental assistance program only, ending the longstanding Federal
role in funding the cost of construction of new affordable housing for the disabled.

CDBG

Now let me turn to CDBG. The Bush FY 2006 budget proposes to slash commu-
nity development funding by $1.9 billion dollars, a cut of 35 percent from the $5.6
billion dollar level at which these programs were funded in FY 2005. The President
also is proposing a major reorganization of community development programs under
which nearly all of the programs that comprised the Community Development Fund,
including the Community Development Block Grant program (CDBG) would be
moved out of the Department of Housing and Urban Development (HUD) and into
the Commerce Department.

Among the programs slated not to be funded under the President’s proposal are
Brownfields, Empowerment Zones/Enterprise Communities, and the Rural Housing
and Economic Development Program. The Administration’s proposal also eliminates
Section 108 CDBG loans which have successfully been used by localities to leverage
private sector capital for critical community development projects, and, thus, would
throw into jeopardy the funding stream, the collateral, for Section 108 CDBG loan
guarantees already outstanding.

These cuts would have a devastating impact on housing, neighborhood improve-
ments, and social services for the elderly, the disabled, families with children, and
the homeless. You can’t shoehorn $5.6 billion dollars in community development
programs into a $3.71 billion dollar economic development program without many
people being hurt.

Mr. Chairman, as all of us know, CDBG funds are among the most flexible Fed-
eral funds available to cities, states, and community-based organizations. Funds can
be used for a wide array of activities, including housing rehabilitation (loans and
grants to homeowners, landlords, nonprofits, and developers), new housing construc-
tion, downpayment assistance and other help for first-time homebuyers, lead-based
paint detection and removal, the purchase of land and buildings, the construction
or rehabilitation of “public facilities” such as shelters for people experiencing home-
lessness or victims of domestic violence, making buildings accessible to the elderly
and disabled, “public services” such as job training, transportation, health care, and
child care (public services are capped at 15 percent of a jurisdiction’s CDBG funds),
capacity building for non-profits, rehabilitating commercial or industrial buildings,
and loans or grants to businesses.

The proposed CDBG cuts, if enacted, would have a devastating impact on housing,
neighborhood improvements, and social services for the elderly, the disabled, fami-
lies with children, and the homeless. The proposed transfer of community develop-
ment programs, while requiring legislative action, is extremely ill-advised. The pro-
posal also would reorient CDBG away from its traditional HUD focus of affordable
housing and community development, to a Commerce Department whose focus is on
economic development, and which caters to business interests.

All of these community development programs play an important role in helping
local governments improve their neighborhoods. If the proposed cuts were to be en-
acted, they would severely damage these communities’ efforts to improve safety in
their neighborhoods, create jobs, provide affordable housing and social services for
thbelir frkelzlsidents, and create a huge funding hole that States and localities cannot pos-
sibly fill.
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Mr. Chairman, I am also very troubled by the effects that the cuts to CDBG will
have on affordable housing. Last year, $1.16 billion in CDBG funds were used for
housing, resulting in 112,000 homeowners receiving funds for housing rehabilita-
tion, 11,000 families receiving assistance to become 1st-time homeowners, and
19,000 rental housing units being rehabilitated. The proposed elimination of CDBG
would result in a $1.16 billion cut in affordable housing funding.

Finally, it appears that the Administration believes that community development
funding should only be available in communities with poverty rates that exceed the
average poverty rate. A proposal to limit funding to only the most distressed com-
munities would effectively abandon efforts to help the millions of low-income per-
sons living in middle income and economically diverse communities. Instead of car-
rying out the existing Federal policy objective of de-concentrating low-income fami-
lies, the proposal would further concentrate them in the poorest communities, and
potentially further stratify society along economic and racial lines. CDBG funds
should continue to be available to serve poor people wherever they happen to reside.

CONCLUSION

Mr. Chairman, the President’s misguided budget proposals do not meet the needs
of the American people. I urge you to reject the President’s proposals and substan-
tially improve funding for affordable housing and community development as you
write the FY 2006 budget resolution.

Mr. CoNAwAY. Thank you, Ms. Waters.

Mr. Cooper, any questions or comments?

Mr. CoOPER. I would just like to thank the gentlelady. You do
a terrific job not only representing your constituents, but also your
voice for the voiceless all across this great country of ours.

I know I have heard a tremendous amount of concern over the
HUD cuts in my district. They can be devastating to folks. The
CDBG cuts are bad. There are lots of things that we need to look
at in this budget and correct, because there are some terrible mis-
takes made in the President’s budget. I thank the gentlelady.

Ms. WATERS. You are certainly welcome.

Mr. CoNawAY. Ms. Waters, thank you very much for coming
today. I appreciate your testimony.

Not to be argumentative, but I am a CPA, and I don’t automati-
cally subscribe to budget increases in programs to being our best
interests. Conversely, I don’t automatically subscribe to the idea
that budget cuts or reduced funding in certain areas is bad.

You said every single program that you mentioned today was
getting cuts. You have very dire predictions as to what would hap-
pen if those happen. We have tough choices to make. We have lim-
ited resources to spread across an almost seemingly unlimited need
across this great country, and look forward to working with you as
we try to somehow try to reconcile between those two. So thank
you for coming this afternoon.

Ms. WATERS. You are welcome, Mr. Chairman. Let me just say
as I close and I leave, one of the good things about CDBG is the
community is involved in the entire planning process as mandated
by Federal law. Not only do they have to put the notices out so that
the community comes together to go over and review what the city
is doing, they, too, have the opportunity to suggest to the city
where the money is best spent, and the process is one of the best
ones that I have ever seen for planning. I am hopeful that we will
take that into consideration as we look at this.

Mr. CoNAwAY. Thank you. I have got experience with my local
United Way over a long time and have seen the good that this pro-
gram does work and the good process that it has to go through, the
annual scrubbing and competition, in effect.
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Ms. WATERS. Yes.

Mr. CONAWAY. So that we do have the money spent on the most
important needs within the community.

Thank you very much for your testimony this afternoon.

Ms. WATERS. Thank you.

Mr. CoNAwAY. Mr. Holt from New Jersey. You are recognized for
10 minutes.

STATEMENT OF THE HON. RUSH D. HOLT, A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF NEW JERSEY

Mr. HoLt. Mr. Conaway, Mr. Cooper, thank you very much. I ap-
preciate the opportunity to be here today. I would certainly concur
in the remarks of Ms. Waters, Ms. Capito, Mr. Hayes, all important
points. No doubt all day today you have heard about what we can
do to meet the needs of the people of the United States, whether
we are talking about food on the table or housing.

Let me tell you, if we are economically going to be able to meet
those needs, we must invest in innovation. It is the engine that
drives our economy. Science and technology leadership must not be
taken for granted. Excellence in science and technology requires
sustained, appropriately funded research in a broad range of fields.
This is not a luxury. It is not welfare for people in lab coats. It is
our future well-being. It is the quality of life of Americans, maybe
not this year’s research for next year’s food on the table or next
year’s housing, but in a very real way it is our future.

The President has proposed that the overall U.S. research and
development budget increase by about 0.6 percent in fiscal year
2006 to $132.3 billion. Looked at one way, you would say the Fed-
eral investment in research and development has been increasing,
but it is a little bit deceptive.

If we put aside the development part of the research and devel-
opment budget, and this is primarily for defense and homeland se-
curity development projects, important as they are—but if we put
that aside, the Federal science and technology budget, which would
be the real research part, the proposed spending would be about
$60 billion, down by 1.5 percent from 2005 spending.

Now, if the U.S. standing in science and technology were secure,
we might be able to tolerate this, but our leadership in science and
technology is not secure. If we were concerned about jobs going
overseas or just meeting our needs here at home, we must be the
innovation leaders in the world. As it is, other countries are spend-
ing significantly in science and technology, in research and develop-
ment. More and more of the best patents are foreign, more and
more of the best scientific papers are written in other countries,
more and more graduate students are choosing to stay in their own
countries or go to other places other than United States univer-
sities for a first-rate education.

Now, these unprecedented advances in worldwide science and en-
gineering are great news for the world and for humankind at large.
Scientists and engineers around the world no doubt will be making
important discoveries in innovation. But this is not great news for
the United States as a country. The United States is at best tread-
ing water.
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We can’t do that forever. We are living off much of the innova-
tion that came from the 1960s and 1970s. We are overdue for a real
significant investment in research and development. As a percent-
age of GDP, the funding for physical science research has been in
a 30-year decline.

Now, Mr. Conaway, Ms. Schwartz, as I would, or any other Mem-
ber of Congress, you would like to be introduced to the next Rotary
Club meeting as a future-oriented Member of Congress. It can’t be
just words. If we don’t actually make this investment in science
and technology and research and development, we cannot call our-
selves future-oriented.

Let me focus on the National Science Foundation (NSF). The
NSF isn’t the only part of the Federal R&D effort that requires
more support, but it is key to our infrastructure. We have in recent
years doubled the funding for the National Institutes of Health
(NIH). We have made large increases in the last few years, as I
made reference to, in development in the Department of Defense
(DOD).

The NIH and the DOD research and development will not be
able to use these funds well if we don’t make a concurrent invest-
ment in the National Science Foundation. It is from the National
Science Foundation that the scientists are trained. It is from the
National Science Foundation that the instrumentation and method-
ology is developed so that we can actually get good results from our
hugeoinvestments that we have, I think, wisely made at NIH and
in DOD.

In 2002, the President signed into law the NSF Authorization
Act that authorized a doubling in the budget of the NSF by fiscal
year 2007. We are not keeping at even one-quarter of that rate. In
other words, NSF is not on a doubling path. If we don’t put it back
on a doubling path, we will be squandering the many billions of
dollars that we are putting into NIH, DOD, and elsewhere.

This is just one example of the attention that I believe this com-
mittee needs to devote to research and development. There are
other things. Let me just make brief mention of the Hubble Space
Telescope.

The Hubble Space Telescope is one of the most productive sci-
entific instruments in the world’s history. Its best work is perhaps
yet to come. It is expanding our understanding of the universe and
where we are in the universe. Prematurely ending its mission
would be, well, a shame and a disgrace.

Another example I would point to is fusion energy research, sup-
ported by the Department of Energy, Office of Science. The admin-
istration proposes that we make severe cuts to the U.S.-based re-
search so that we can fund the International Thermonuclear Ex-
perimental Reactor (ITER). This could be based in Europe or
Japan.

Now, I think supporting ITER is a good idea, but supporting
ITER must be in addition to, not instead of, a U.S.-based program.
If we don’t invest in the United States, the United States will not
have the capacity to use the results in the international reactor or
to contribute significantly to the international reactor or, what
really counts, to be able to develop fusion energy as a marketable
energy source in years to come.
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A good science budget is within our reach. In the scheme of
things, we are talking about seed corn, which is a small fraction
of our harvest. A good budget for science can be achieved. I recog-
nize that there are immediate needs, social needs, human needs,
but the science is our future.

I hope I have made the case, I have tried to make it as strongly
as I can, that not to make a significant investment—for example,
not to put NSF on the funding doubling path that we in Congress
authorized just a few years ago—would be to put the future and
perhaps ourselves in jeopardy. Thank you.

[The prepared statement of Rush Holt follows:]

PREPARED STATEMENT OF HON. RUSH D. HOLT, A REPRESENTATIVE IN CONGRESS
FROM THE STATE OF NEW JERSEY

Mr. Chairman, thank you for the opportunity to testify today on President Bush’s
Fiscal Year 2006 budget submission to Congress. I want to use this opportunity to
address Federal support for science.

Innovation is the engine that drives our economy. The United States’ leadership
ir}l1 science and technology is the basis of our global economic and political leader-
ship.

Our science and technology leadership must not be taken for granted. Excellence
in science and technology requires well conceived, sustained, and appropriately
funded research in a broad range of fields. We need to advance our understanding
of the structure of the universe, of the laws governing matter and energy, of the
properties of materials, and of the building blocks of life. We need to develop new
and better ways to serve human needs with new materials, processes, devices, and
systems. To achieve this we need a very well conceived and adequately funded budg-
et for research.

President Bush has proposed that the overall U.S. Research and Development
budget increase by only 0.56 percent in FY 2006, to $132.3 billion. I am pleased that
in recent years, including this year, the Federal investment in R&D has been in-
creasing. But this increase is largely due to significant increases for weapons re-
search and development, for the creation of new homeland security R&D programs,
and for the now-complete campaign to double the National Institutes of Health
(NIH) budget. If we put aside the “development” part of the R&D budget, which is
primarily for defense and homeland security development projects and which has
grown to more than half of the R&D budget, and look at the remaining part, called
the “Federal S&T budget”, the proposed spending would be $60.8 billion, down 1.4
percent from FY2005 spending.

If the U.S. standing in science and technology were secure, a 1.4 percent cut in
this time of tight budgets might be appropriate. If U.S. science were in a secure po-
sition, we could rest on our laurels, make some economies, and cut back a bit on
science in order to make it a tiny bit easier to cover the huge deficits that have been
built up by the current Bush administration.

But our leadership in science and technology is not secure. The United States is
still the world leader in science and technology, but other countries are catching up.
Other countries are significantly increasing their spending on science and tech-
nology, and they are getting results. More and more of the best patents are foreign.
More and more of the best scientific papers are written in other countries. More and
more of the world’s best graduate students are choosing to stay in their own coun-
tries for graduate school rather than coming to the great universities of the United
States, because their universities increasingly provide a first-rate education.

These unprecedented advances in worldwide science and engineering capacity are
great news for the world. Scientists and engineers in other countries will undoubt-
edly make important discoveries and innovations, and they will build new industries
that will benefit us all.

While other countries have been surging ahead, the United States has been tread-
ing water. Federal funding of basic research in engineering and the physical
sciences has experienced little to no growth over the last thirty years. As a percent-
age of GDP, funding for physical science research has been in a thirty year decline.

The United States absolutely cannot afford to lose its lead in science. We have
to innovate faster and better than anyone else, or we will eventually be second-rate.
In every generation since World War II, there have been dire warnings that the
United States is loosing its economic and technological edge. Somehow we have al-
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ways managed to regain our leadership position. But if you look back, you can see
that each time, we have regained our edge because of research and innovation that
has received substantial Federal support.

Probably every Member of Congress would like to be introduced at their next Ro-
tary meeting as a future-oriented Member of Congress. Science, technology, and
education are the future of America.

Today I want to focus my recommendations on the budget for the National
Science Foundation (NSF). NSF is not the only part of the Federal R&D effort that
requires more support. But NSF is key to our scientific infrastructure. If NSF is not
strongly supported, U.S. basic research is in trouble.

In 2002, President Bush signed into law the NSF Authorization Act (P.L. 107-
368). This authorized a doubling of the budget for the NSF by FY 2007, to $9.8 bil-
lion, through annual 15 percent increases. In fact, it has taken 4 years for NSF to
receive an overall increase of 15 percent, from $4.8 billion in FY 2002 to the Presi-
dent’s proposed $5.6 billion in FY 2006. We need to get back on track toward an
NSF budget of $10 billion. We can achieve this for NSF through annual 15 percent
increases over the next 4 years. For FY 2006, the NSF appropriation should be $6.3
billion, a 15 percent increase over FY 2005.

There are other ways that the budget needs to be revised to support science. An
important example is the Hubble Space Telescope. Hubble is one of the world’s most
productive scientific instruments. It has expanded our understanding of the life and
death of stars. It has shown us the accelerating expansion of the universe and the
existence of black holes. It is the most successful science project in NASA history.
The President proposes to cancel servicing of the Hubble Space Telescope, pre-
maturely ending its mission. We need to restore this funding.

Another example is fusion energy science, supported by the DOE Office of Science.
The Administration proposes that we make severe cuts in U.S.-based research, so
that we can fund the International Thermonuclear Experimental Reactor (ITER) fu-
sion project, which will be based in Europe or Japan. We should definitely support
and participate in ITER. But to benefit the United States, supporting ITER must
be in addition to, not instead of, having a U.S.-based program. Otherwise the United
States will not have the capacity to develop fusion energy; technology leadership
will go to Europe and Japan.

This year marks the 100th anniversary of Einstein’s first revolutionary papers.
Einstein’s science transformed our understanding of the physical world, from the
sub-atomic structure of matter and energy to the dynamics of the universe. The dis-
coveries of Einstein and many other scientists in the twentieth century have led to
innovations that have powered the U.S. economy. Now, in the twenty-first century,
we need to support basic science, to ensure that America has a strong scientific
foundation for the future.

Scientists are creative, disciplined, and work hard. As Members of Congress, we
too need to be creative and disciplined, to provide the support necessary to enable
U.S. scientists to make new and as yet unimagined discoveries. A good budget for
science is within our reach. Yes, the United States has immediate needs that must
be accommodated in the overall budget. But science is our future, and it must be
appropriately supported.

Mr. CoNawAY. Mr. Holt, thank you for those comments.

Ms. Schwartz, do you have any comments for the gentleman from
New Jersey?

Ms. SCHWARTZ. Thank you, Mr. Chairman.

Thank you, Mr. Holt. I just want to appreciate, certainly, your
own expertise as a scientist, that you would bring this to our atten-
tion, and I think that you point out really very correctly that we
had already made a commitment, that Congress had made a com-
mitment—not me, I wasn’t here at the time—but that the Congress
had made that commitment in 2002. It seems we are reneging on
that commitment.

You point out that these are—it is a difficult budget, there isn’t—
there are choices to be made. There is certainly the issue of prior-
ities that have to be made.

My question to you really is to what degree do you think this is
isolated to an area? I mean, you are from New Jersey. Obviously,
you mentioned Mr. Einstein and some of the rich scientific commu-
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nity in New Jersey. Being from the southeastern part of Pennsyl-
vania, I have been very involved in promoting biotechnology as one
of the advances that we ought to make our investment in. But I
understand as well we have to step back a bit and really look at
basic science and scientific research that really leads people to con-
sider it.

I wonder if you could speak at all about any particular parts of
the National Science Foundation funding that would be dramati-
cally hurt, that might hurt in particular either geographic areas or
scientific communities or populations you think we are going to cut
out. Will they cut funding for young people and some of the Na-
tional Science Foundation scholarships that are provided and other
things in particular?

Mr. HoLT. Yes, Ms. Schwartz, thanks for the question. It does
appear that education might suffer disproportionately in these
budget cuts. But the point I want to make is this is not isolated
to any geographic area or to a subject area. It is the source of our
productivity and economic vitality in every State in this country,
really, in every town and village. Our previous investment in
science and technology over the decades is why we are the global,
economic, political and, I would say, military leader. It makes pos-
sible our discussing CDBG and all of the HUD programs and all
of the other things we are talking about here. We would not have
a $12 trillion economy had it not been for the investments in tran-
sistors, lasers, medical technology, which came from basic research.

The National Science Foundation looks at new materials and
processes and devices and systems. It looks at information tech-
nology and computer sciences, which are not applicable to just one
area, but all areas. We went through, over a 6-year period, a dou-
bling of the National Institutes of Health, up to several tens of bil-
lions of dollars now, and I think that was wise. There is a lot of
good research coming out of that, but we can’t sustain that re-
search unless we are producing the scientists, the methodology, the
instrumentation, that is used for this NIH research, and much of
that comes from the NSF. That is why the decision was made to
put NSF on a doubling path.

Doubling NSF, by the way, would still make it only a small frac-
tion of the budget of NIH. We are not talking about, you know,
massive spending. Yes, it is billions of dollars, but it is relatively
small in the scheme of things.

Ms. ScHWARTZ. OK. Just one last question, or almost a maybe
comment, is that it is both the really hard, serious dollars that we
need to do this research. But do you think it is also a message that
we don’t care about science at a time when we, as you point out,
need to be really clear to our young people that science matters,
and also to our global competitors, if you will, that science matters,
that we will be making that investment in science, because I think
otherwise, as you point out, they are already getting ahead—and
while I am not sure the sort of space race that we were engaged
in many, many years ago, but did compel a lot of young people to
think about science as a career, that I am not sure we are doing
it, if we are actually cutting science funding as you point out, a Na-
tional Science Foundation funding.
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Do you think it is not just the hard dollars on the actual science
that gets done, but the message as well?

Mr. HoLT. Well, Representative Schwartz, as you know, this is
a topic for a lengthy discussion at another time. But a failing of
our education system is that we have told 80 percent of Americans
that science is for scientists. Consequently, most people think that
spending at the National Science Foundation is for scientists. No,
it is for every man, woman and child in America. Science is for all
of us, not just the scientists.

Ms. ScHwARTZ. OK. Thank you very much, Mr. Holt.

Mr. CoNawAY. Mr. Holt, thank you. I think it might help put
some additional meat on the bones for your arguments if you would
include in your presentation as an example the number of engi-
neers being produced by China today versus in America. I know
that is just one segment of the scientific community, but it is a fac-
tor of, I think—1I could be corrected on this, but I think it is like
eight times the number of engineers being produced in China each
year than in America, so that it has dramatic ability not just on
our dollars, but on our ability to compete in the world.

So thank you for your testimony today. I appreciate that.

Mr. HoLT. Thank you, Mr. Conaway.

Mr. CoNAWAY. It is now my high pleasure to welcome my neigh-
boring Congressman from Lubbock, Texas, Mr. Randy Neugebauer.
Mr. Neugebauer, 10 minutes.

STATEMENT OF THE HON. RANDY NEUGEBAUER, A
REPRESENTATIVE IN CONGRESS FROM THE STATE OF TEXAS

Mr. NEUGEBAUER. Thank you, Mr. Conaway and Ms. Schwartz,
for conducting these hearings.

Mr. CoNAwAY. I was hoping you would say Mr. Chairman. I
would really like to hear that.

Mr. NEUGEBAUER. Thank you, Mr. Chairman. In fact, I ask
unanimous consent to revise my remarks and make my written re-
marks part of the record.

Mr. CoNAWAY. Without objection, sir.

Mr. NEUGEBAUER. Thank you, sir. I know you have heard a lot
of testimony, and the hour is drawing close to the evening, but I
wanted to make a few points.

I just finished about 13 or 14 town hall meetings all throughout
my district, and I think there is a consensus of the people in the
19th District of Texas that $2.57 trillion is enough to spend for our
budget. In fact, they agree with me when I say that Congress
doesn’t have an income problem, it has a spending problem, and it
is incumbent upon us, as Members of Congress, to tackle this prob-
lem to begin to reduce these deficits so that we do not leave our
children and our grandchildren with this huge debt.

As we look forward to our budget, I think one of the things that
I want to encourage you is that I think that the President sent over
a good target, $2.57 trillion. But you know if we can do better than
$2.57 trillion, then I think the taxpayers get an extra dividend. So
as we put this budget together, I don’t want us to work toward one
mark, but work toward a budget that is fiscally responsible and
that spends American taxpayers’ money wisely.
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If you recall, the President during his State of the Union mes-
sage said, you know, if we can’t spend the American taxpayers’
money wisely, we shouldn’t spend it at all. And I think we all agree
that that is exactly what we should be doing.

One of the things that I think is important about this budget
process is that we make this budget document flexible, so that our
authorizing committees and our appropriation committees can go
and do the work that they have been challenged to do. Let them
go through the budget and look for ways that we can save, look for
programs to eliminate. The President sent over a list of about 150
programs that he believed that we could consolidate or eliminate.
You know, I call that a good start. So I think we should not just
limit our look to those 150 programs that the President sent over,
but certainly look at other programs.

We tend to focus, when we go through this budgetary process—
and last year we did reduce nondefense, nonhomeland security dis-
cretionary spending, but that is such a small portion of the budget
that I think we have to look through the entire budget document.
And I think we have to look at mandatory spending.

Mr. Chairman, I am going to quote you, as I heard you say ear-
lier in the week last week, that if you are going to go duck hunting,
that you have got to go where the ducks are. As I think we go
through this budget, I think that all mandatory spending should be
up for a look and not just some parts of mandatory spending and
the discretionary spending, because we do know that the fastest-
growing part of the budget where we have seen the most increases
is, in fact, in the mandatory side of the budget.

As it is—we look at these programs, particularly we look in the
agricultural program, I know in the President’s budget, he pointed
out that he wanted to look at taking some of the cuts from the farm
programs.

As you know, when you look at the total USDA budget, that over
50 percent of that budget is mandatory spending on not really
farm-related expenditures, being nutritional programs. I think if
we are going to give a scrub to the USDA budget, the agricultural
budget, that we need to look through the entire mandatory spend-
ing part of that.

One of the things that concerns me is that coming from the small
business world, I have watched government over the years in mak-
ing policies 1 year and changing the policy the next. When you are
out and making investments and taking risks and borrowing
money, that makes it very difficult for our small business people.
It makes it very difficult for farmers and ranchers across America.

And so we, in 2002, we passed a farm bill. What we said to the
producers and—in America, you know, here is a multiyear policy
for farm programs in this country over the next 5 or 6 years. You
know what those farmers and ranchers did? They went out and
they leased land. They went to their banker. They showed him a
5- or 6-year business plan where they were going to buy new ma-
chinery and equipment to be able to farm more effectively and effi-
ciently.

Quite honestly, what makes American producers to be able to
compete in this economy on an unlevel playing field when it comes
to trade is the fact that our farmers and ranchers have developed
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a great deal of efficiency through technology and productivity. The
productivity has really come from getting larger. So the family
farm in my district that used to be a half section or a section is
now a family farm that is farming 4,000 or 5,000 acres of land, and
it is through that efficiency that they have been able to compete
in a global economy where they are competing with not really other
producers in other countries, but literally competing against those
countries, because those countries are subsidizing their producers
at larger rates than our current farm policy.

You know what else is good about the farm program is we did
a multiyear program, but we also put together a farm program that
is working. It was designed to be a safety net. In fact, in the first
3 years, it really only cost us what we had projected for 2 years,
some $17 billion less than what we had projected for those farm
programs to cost.

So it is just not good policy to change the rules in the middle of
the stream. I think particularly for agriculture right now it is im-
portant, because there are a lot of things that are going on that we
are doing on multiple fronts for our producers in our country.

We are at the table right now with the WTO. What we have said
in that framework is we have asked those other countries to put
their subsidies and their tariffs on the table, and we have agreed
to do the same thing. I think it would be premature for us to start
taking some of our negotiating chips off of the table from a policy
standpoint until we have concluded those negotiations.

Just today we got a ruling where Brazil won a ruling against the
United States, saying that the current farm policy in America vio-
lates the WTO. All of us know that we are in compliance with the
WTO ruling, but, again, that is just another one of those issues
that we are going to have to negotiate, and we are on the tail end
of this farm—current farm bill and on the beginning of a new farm
bill. I think that is the appropriate time for us to begin to address
some of the issues that are brought up about how we are going to
provide a safety net for producers in the future.

I feel very confident, and as I talked through with producer
groups all throughout my district, the agricultural committee
wants to be a player, they want to be a partner in reducing this
Federal deficit, but we have to do it in a smart and wise way, a
way that is a win/win for America. We have to do it in a way that
is fair to agriculture and fair to other areas of our budget.

So I hope, Mr. Chairman, as we go through this budget process,
I am ready to roll up my sleeves and help bring this number in,
hopefully less than $2.57 trillion. I think that would be a real plus.
I think it is a doable thing, but I hope as we do that, that we will
make sure that we do it in a way that we are making good policy
for America while at the same time trying to bring home a divi-
dend of less spending for the American people.

Thank you, and thanks for your time.

[The prepared statement of Randy Neugebauer follows:]

PREPARED STATEMENT OF HON. RANDY NEUGEBAUER, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF TEXAS

Chairman Nussle and members of the House Budget Committee, thank you for
the opportunity to present my views on the 2006 Budget Resolution.
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I think many of us agree that a Federal budget of more than $2.5 trillion dollars
provides enough resources for the government. As I tell my constituents, we don’t
have an income problem here in Washington; we have a spending problem. As you
put together this year’s resolution, I ask that you keep our budget total at or below
the total recommended by President Bush.

Even with the recent economic growth and growth in revenues, we continue to
spend more than we take in. I commend the Committee’s effort last year to slow
the increase in non-defense discretionary spending, which we ultimately managed
to keep to 1.4 percent. Holding down or decreasing discretionary spending, however,
is not going to be enough to reduce the deficit when this spending is less than 20
percent of the budget.

When meeting with constituents last week in my district, I used the analogy that
if you are going duck hunting, you go where the ducks are. Well, if we are going
to reduce the deficit, we have to go where the spending is.

We are at war, so funding for defense and security must remain a priority. How-
ever, there are certainly non-defense discretionary programs that can be reduced,
consolidated or eliminated, and we must address mandatory spending in order to
continue down the path toward deficit elimination. When the rate of growth in man-
datory programs far exceeds the rate of growth in the economy, these programs sim-
ply are not sustainable.

I encourage the Budget Committee to set reconciliation targets for mandatory
spending, and I also ask that you give the authorizing committees full discretion to
determine how we meet those targets. We know this won’t be an easy process, but
it is our responsibility to address the unsustainable spending growth in order to
maintain important programs and services for the future.

One area I want to address in a bit more detail with you is agriculture. Mr. Chair-
man, my constituents and I appreciated your remarks last month during a C-SPAN
interview. I agree with you that we need to look at all the mandatory spending
within USDA, not just farm programs, which comprise just one-half percent of the
Federal budget.

The 19th district of Texas is heavily dependent on its agricultural economy. Farm-
ers, lenders and input providers have made investment decisions based on a multi-
year farm policy, which will be reauthorized within the next 2 years. The 2002 Farm
Bill has proven to be a very effective safety net for our producers, providing support
in times of lower prices, and reducing support when it is not needed.

During the first 3 years of this policy, farm programs have cost $14 billion less
than the Congressional Budget Office predicted when the legislation passed. Even
though spending will increase somewhat this year due to lower prices, total spend-
ing over the life of this Farm Bill is still projected to be less than was predicted.
Changing the rules of the game now, and then again in 2 years, is not sound policy.

Budget decisions we make in agriculture today will not only affect the 2007 Farm
Bill, but they will also affect our negotiating position in the World Trade Organiza-
tion. If we take all of our chips off the table now, we will not have anything left
to negotiate with as our trade representatives continue efforts to open new markets
and reduce other barriers to U.S. products.

During meetings with constituents throughout my district last week, farmers un-
derstood the importance of balancing the budget, and they are willing to do their
part to reduce the deficit. However, they do not support agriculture bearing a dis-
proportionate share of the burden. Neither do I, Mr. Chairman.

As you write the House budget resolution, I ask that you fairly distribute rec-
onciliation instructions across areas of mandatory spending, basing them on shares
of the budget and contributions already made to budget savings. I also ask that the
budget does not restrict flexibility of the authorizing committees in writing reconcili-
ation legislation.

Our constituents are looking to us to make responsible decisions about the use
of their hard-earned tax dollars. They are counting on us to set the right priorities
and follow thorough on past commitments. Thank you for your work on the first
step in our budget and spending process. Mr. Chairman, I appreciate your efforts
to ensure that our most important needs are met and that deficit reduction is
shared proportionally.

Mr. CoNAwAY. Thank you, Mr. Neugebauer. I appreciate those
comments.

The thing you did point out is the wisdom of this process in that
the Budget Committee simply sets, to use Chairman Nussle’s
phrase, the fence around it, around this, the number of dollars that
we are going to spend, and the folks who know that—the most
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about various programs you authorize, the committees and the ap-
propriation committees, will be charged then with doing the heavy
lifting of deciding how much that money is spent and where. So I
think there is great wisdom in that.

Ms. Schwartz, do you have comments?

Ms. SCHWARTZ. Thank you. Maybe just to ask you if you had any
additional suggestions for us, as we sit on the Budget Committee,
and while it is just parameters, you make a pretty strong point
that $2.5 trillion is plenty of money, that we should look for addi-
tional programs to cut, additional spending to cut.

Of course, this particular budget anticipates a certain amount of
deficit, adding a certain amount to the deficit of $427 billion. You
didn’t mention that, whether you actually have some concerns
about that in addition, or whether you would set that as a param-
eter to—and if you have any specific suggestions about where we
could cut another $400, $500 billion from the budget, where you
would cut in that spending, what programs you would target,
whether you would want that all to come out of the health spend-
ing; you suggest the mandatory program. So I assume you are talk-
ing about cutting some of the health programs that are available
to seniors or health benefits available to—where would you cut?

Mr. NEUGEBAUER. That is a very good point.

Ms. SCHWARTZ. What would your suggestion be in terms of addi-
tional hot spending cuts that you would want to make; what other
programs in addition to your support for cutting the 150 programs
already? Inherent in your statement is to cut that, but I assume
you don’t think we should be adding to the deficit either. Many of
us don’t think we should be adding to the deficit. But where would
you cut?

Mr. NEUGEBAUER. Well, thank you for that question.

First of all, I think the overall goal as to what would I like to
see the deficit be, I would like to see the deficit be zero. I would
like to see a surplus. But the way we are going to eventually get
there is for us to slow the rate of growth in government down to
the same rate of the growth in our economy.

Our economy is not growing at the same rate of government
spending, so you are never going to be able to fix the deficit prob-
lem until you get the rate of growth in government spending in line
with the rate of growth in our economy.

What we have already seen is we have stimulated the economy
last year, and as you recall, we thought that the deficit was going
to be actually about $100 billion more than what it actually was,
and how did we do that? Well, we started growing the economy at
a very rapid rate, and I think the last figures that came out just
last week is we are growing our economy right now at 3.8 percent.
Unfortunately, the rate of growth in the government has been in
the 4 percent and nearly 5 percent area.

Ms. SCHWARTZ. So you don’t have any hope that we might be
able to grow the economy. You feel like it is pretty strong.

Mr. NEUGEBAUER. I think even Chairman Greenspan when he
comes up to the Hill would tell you that this is pretty strong
growth. So we were able to do that by leaving more taxpayers’
money in their hands. So when I said we don’t have an income
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problem, we have a spending problem, that is what I mean. I don’t
think we need to do anything on the income side.

As it comes to programs, one of the first areas I think we need
to look at is tighten up the waste, fraud and abuse. For example,
one of the examples in the USDA budget is food stamps. We know
that USDA is now bragging that their waste, fraud and abuse is
now less than 10 percent, but I think at one time it was 10, 11,
or 12 percent.

Unfortunately in that budget, that is in real money so to the ex-
tent possible, I think we have to look at it in the areas of tight-
ening up some of these programs.

We also have people that have been on these programs for a
number of years. The question is are their ways to be able to tran-
sition these people into a work environment and get off of some of
these programs?

So I think as we go through all of the budgets, I think we have
to tighten up the strengths and say, you know, make sure that we
have deserving people on these programs, evaluate how we are ad-
ministering these programs, if there are ways to say to those agen-
cies, look, you know, an 8 percent or 9 percent fraud rate in your
budget is unacceptable. You are going to have to get that number
down by this amount, and the way we are going to help you get
there is we are going to cut your program by about half of that
fraud rate or three-fourths of that fraud rate and really get serious
about that.

I think the only way we are going to get there is to put some
fairly measured constraints in this budget process on these agen-
cies to make sure that if we are going to send those dollars out,
that we are sending them out to the people that need them and
serve them and not to folks that are just maneuvering through the
system.

Ms. SCHWARTZ. Thank you.

Mr. NEUGEBAUER. Thank you.

Mr. LUNGREN [presiding]. Thank you. Thank you very much,
Congressman Neugebauer. We appreciate it very much.

Mr. NEUGEBAUER. Thank you.

Mr. LUNGREN. Next up is Congressman Christopher Shays, but
before

Mr. SHAYS. Well

Ms. WATSON. I am waiting on someone.

Mr. LUNGREN. Before you do, if I could put one thing in the
record, I would ask unanimous consent that all Members of Con-
gress be allowed 7 days to submit statements for the record. With-
out objection, so ordered.

Congressman Shays.

STATEMENT OF THE HON. CHRISTOPHER SHAYS, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF CON-
NECTICUT

Mr. SHAYS. Thank you, Mr. Chairman. I would like my full state-
ment to be submitted in the record, and would want to say as a
member of the Budget Committee for 12 years, I have deep respect
for the work that you and your Ranking Member and others need
to do to help get our country’s financial house in order, and I am
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grateful that I don’t play the same role that I used to. I am happy
not to be on the committee. It is a tough job, and happy to be work-
ing on other issues, but eager to help you.

I do want to say that I do agree with the previous speaker that
ultimately the key is slowing the growth of spending so that the
budget grows close to the natural growth of revenue. So if we are
seeing a 4 percent growth in our economy, it is one thing to see
spending growth that way, but when you see spending grow higher
than that, it is not surprising that you end up with deficits.

I want to speak to the fact that in this process of your debating
what to do, I think you have to look at both discretionary and man-
datory cuts, but I am particularly amazed, frankly, that the admin-
istration has sought to consolidate a number of grants into a block
grant, particularly the CDBG grant in HUD and the HHS Commu-
nity Services Block Grant. In the HUD, in the CDBG grant, it is
$4.1 billion, and the Community Service Block Grant used by our
CAP agency is about $631 million.

Republicans established these programs, and the logic was they
would be there to allow for local communities to design programs,
not in one big cookie cutter designed by the Federal Government,
but designed by them. And our argument was give them the capa-
bility to determine their needs in their local community using a
block grant program.

Regretfully my own party gives block grants a bad name, because
what we then do is we take 16 grants and put them into one grant.
We take $5.6 billion—or some said it is not $5.6 billion, it is $5.3
billion, whatever—and we combine it into a program with $3.7 bil-
lion, and then we say, OK, now you have the discretion. It just
seems to me the way we are using block grants is to disguise cuts
and then say to someone else they have to make these cuts.

So I just really hope that in the process of your debating this
issue that you don’t take the programs that seem to me to be so
advantageous to particularly the urban areas and just slash and
not look at the whole host of areas throughout the Federal budget,
including our health care plans and so on that we are—discussed
earlier.

We are going to see growth in Medicare and Medicaid. The ques-
tion is should they be growing at the rate they are growing. I will
tell you when we were on the Budget Committee in the late 1990s,
we balanced the budget even sooner than the President thought,
but we balanced it by allowing for a 1 percent growth in entitle-
ments. Then every year after that, our budgets were growing off of
a lower base, and we balanced the budget doing that. It would be
an amazing advantage if we returned to that concept.

I also want to say this evening that whatever you do as a Budget
Committee, if you don’t have budget enforcement as a part of it,
you simply aren’t going to achieve what you need to. Whatever you
decide to have as your budget, you have got to ultimately agree
that it is going to be enforced. Without the enforcement capability,
we never would have balanced the budget in the 1990s.

So I want you to look at the entire budget, mandatory as well
as discretionary spending; argue that you should look at the man-
datory and say to all recipients, you know, we are going to have
1 year where we are not going to have growth, and then say to
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them from then on, let it grow at the natural rate again. But par-
ticularly of all the things to cut, I am surprised that we would look
at Community Development Block Grants as one of the things to
cut.

So I thank you for that opportunity to address you, and I notice
the full Ranking Member here, and I don’t know why he is such
a glutton for punishment that he would come back at 6.

Thank you, Mr. Chairman.

[The prepared statement of Christopher Shays follows:]

PREPARED STATEMENT OF HON. CHRISTOPHER SHAYS, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF CONNECTICUT

I appreciate the opportunity to testify before you today. As a member of the Budg-
Z)lt Committee for 12 years, I have deep respect for the difficult work the Committee

oes.

The need for affordable and quality housing in Connecticut’s Fourth Congressional
district cannot be overstated, and I am here to speak with you about proposed cuts
to some of our most effective block grant programs. Specifically, Mr. Chairman, I
request the Committee not include in the Budget Resolution the proposal to cut
funding for the Community Development Block Grant (CDBG) and Community
Services Block Grant (CSBG) programs and to transfer them to the Department of
Commerce.

I fully support the Administration’s goal of halving the deficit by 2009, but am
deeply concerned some cuts to domestic spending will be to the detriment of our
urban areas. It is critical we not give our cities the short end of the stick.

The President’s Budget includes a proposal to consolidate 18 programs, including
CDBG and CSBG, into a new program to be operated by the Department of Com-
merce. Proposed funding for this consolidated program would be 35 percent lower
than the combined FY 2005 appropriated level for these 18 programs. The pro rata
reduction for CDBG alone would be $1.42 billion.

This funding reduction would have a significant negative impact on the ability of
states and localities to address local housing and community development needs.
Housing would be particularly hard hit. Last year, $1.16 billion of CDBG funds were
used for housing, resulting in 112,000 homeowners receiving assistance to rehabili-
tate their homes, 11,000 families becoming first-time homebuyers, and 19,000 rental
housing units being rehabilitated.

I am also concerned that adoption of this proposal could eliminate funding for
communities in Connecticut’s Fourth Congressional district and around the state.
Although the proposal does not include a detailed funding formula for the new pro-
gram, it states that it “targets resources only to communities that need assistance,
based on poverty and job loss,” further noting that only “38 percent of CDBG funds
currently go to States and communities with poverty rates that are lower than the
national average.” A dramatic narrowing of funding eligibility would jeopardize the
ability of countless moderate and higher-income communities, like those I represent,
to create jobs and affordable housing opportunities for lower income working fami-
lies. The jobs are an important part of the region’s economic engine.

The CDBG program is based on the concept that local communities and states can
best determine priority community development needs and then develop strategies
and programs to address those needs. I couldn’t agree more. The proposed changes
to CDBG would jeopardize the flexibility and local control that are the hallmark of
the program.

CDBG is a program that works, and I support fully funding it. I am a member
of the Financial Services Committee, which I expect will hold hearings on the Ad-
ministration’s proposal as committee of jurisdiction. I hope the budget resolution
will not tie the hands of Financial Services and other authorizing committees in con-
sidering the future of this critical program.

Mr. LUNGREN. Thank you, Mr. Shays.

I think he came back because you and Congresswoman Watson
were here, and he was looking for the magic pills that we could
swallow so that we can get this deficit down.

I don’t want to keep you too long, but just one quick question.
You said that we need to enforce the budget, whatever we decide,
specifically
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Mr. SHAYS. I believe in pay-go, and I believe that, candidly, that
pay-go should apply to the spending side and the revenue side, the
entitlement side, mandatory, and the discretionary side. If our ar-
gument is that tax cuts are a good thing, then let us pay for it with
spending cuts somewhere else. I think that is what we need to do.

Mr. LUNGREN. Mr. Spratt.

Mr. SPRATT. Mr. Shays, I will state so I can tell you what I told
Representative LoBiondo earlier after I listened to his testimony.

Mr. SHAYS. What is that?

Mr. SPRATT. Asking for CDBG, Corps of Engineers, a number of
different things, I told him, take a good look at the Democratic res-
olution when it comes forward because I think it will cover a lot
of the bases that are of concern to you.

Give us a chance, and we will do a double-edged pay-go. I abso-
lutely agree with you. It is effective. And no less a person than
Alan Greenspan sat that three times and said I was a cynic, I was
a skeptic to start with, but the budget process rules made a dif-
ference in the 1990s, and this one in particular should be extended.

Mr. SHAYS. Now that I am no longer vice chairman of the Budget
Committee, I have a little more flexibility, Mr. Spratt. I intend to
vote for pay-go that looks at both sides of the equation.

Now, if you combine it with a lot of other things that I don’t like,
you make it difficult, but if you provide us some opportunities to
isolate some of these votes, not only would it be very hard to vote
against, I would be frankly eager to support them.

Thank you. Thank you very much.

Mr. LUNGREN. Thank you, Mr. Shays.

Congresswoman Watson, You have 10 minutes.

STATEMENT OF THE HON. DIANE E. WATSON, A REPRESENTA-
TIVE IN CONGRESS FROM THE STATE OF CALIFORNIA

Ms. WATSON. Yes, and thank you very much. I, too, thank you,
appreciate that allotment of time, and I want to thank you and the
Members for permitting the testimony here today about the same
issue, Community Development Block Grant programs, because I
am deeply concerned about the cuts that the President’s budget im-
poses on a community—on community development programs, par-
ticularly the Community Block Grant Program, or CDBG, which I
will refer to as that. I am further troubled by the proposal to move
a number of HUD programs, including CDBG, to the Department
of Commerce.

The Community Development Block Grant program is our Na-
tion’s source of Federal funds for local community and economic de-
velopment. Unlike most of what comes out of Washington, Commu-
nity Development Block Grants permit local community groups, as
was said before, to design and carry out programs tailored to the
specific local needs of our neighborhoods. For 30 years, the CDBG
program has empowered local groups to revitalize their commu-
nities and create economic opportunities.

CDBG funds are at work in neighborhoods all across my home-
town of Los Angeles. For instance, in Hollywood, the Public Health
Foundation Enterprise’s “Aztecs Fire Fuels Crew” trains ex-gang
members how to become firefighters. In south Los Angeles, the
Unity Collaborative, an alliance of community-based organizations,
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has worked to mediate peace agreements between violent gangs in
south Los Angeles, on the west side in Watts and in Baldwin Vil-
lage. Along the Crenshaw Corridor, the Marlton Square Project is
seeking to reinvigorate a decades-old shopping center with new
housing and retail development, and the project will create jobs
and offer more housing opportunities.

The Los Angeles County Community Development Commission
uses CDBG funds to operate its business technology center, Califor-
nia’s largest business high-tech incubator, creating high-tech jobs
for an impoverished neighborhood. The BTC currently serves 39
tenant and affiliate firms with high-tech specialties.

CDBG is not a government hand-out; rather, it is one of the most
effective tools cities and neighborhoods have to fight economic dis-
tress and to create jobs and to lead to creating wealth. Part of what
makes CDBG such a powerful tool is that local governments have
used CDBG funds effectively to leverage private sector dollars.

Unfortunately, the President’s budget for HUD effectively elimi-
nates the Community Development Block Grant Program. The
President’s budget includes a proposal to consolidate 18 programs,
including CDBG, into a new program to be administered by the De-
partment of Commerce. Proposed funding for this consolidated pro-
gram would be 35 percent lower than the combined fiscal year 2005
appropriated level for these 18 programs. The pro rata reduction
for CDBG alone would be $1.42 billion. But what is even more
troubling is that this change is being put forward before the rel-
evant committees here in Congress have a chance to hold hearings
to judge the impact or the efficacy of these changes.

For example, last year, $1.16 billion of CDBG funds were used
for housing, resulting in 112,000 homeowners receiving assistance
to rehabilitate their homes, 11,000 families becoming first-time
homebuyers and 19,000 rental housing units being rehabilitated.
But one might assume that after moving to the Commerce Depart-
ment, these funds would not be eligible for use on housing. This
would cripple local affordability housing efforts at a time when
housing prices are skyrocketing. In Los Angeles, half of all families
rent, and local fair market rents already are out of reach for more
than half of these renting families.

Another cause for concern is the President’s replacement of
CDBG’s existing funding formula. The President’s proposal notes
that CDBG funds currently go to many communities with lower
poverty rates, but simply because the community is not overwhelm-
ingly poor does not mean it is not home to poor people. Changing
the funding formula in the way suggested by the proposal could
kneecap the effort of moderate-income communities to bring their
poorer and excluded residents into the economic mainstream.

While the President’s goal of balancing the budget is laudable, it
is shortsighted to do it by cutting a program that has been as suc-
cessful as CDBG. As you draft the budget for fiscal year 2006, I
urge you to restore full funding for the Community Development
Block Grant programs and keep it at HUD.

So, again, Mr. Chairman and Members, I would like to thank you
so much for giving me this time, and I would like at this particular
point to yield to Ms. Sanchez.
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I do have, Mr. Chairman, some supporting documents to be in-
cluded in the record, and I have a list of those, and I will present
it to staff.

Mr. LUNGREN. They will be included in the record.

[The prepared statement of Diane E. Watson follows:]

PREPARED STATEMENT OF HON. DIANE E. WATSON, A REPRESENTATIVE IN CONGRESS
FROM THE STATE OF CALIFORNIA

Thank you, Mr. Chairman, and members of the committee, for permitting us to
testify here today about the Community Development Block Grant program. I am
deeply concerned about the cuts the President’s budget imposes on community de-
velopment programs, particularly the Community Development Block Grant pro-
gram, or CDBG. I am further troubled by the President’s proposal to move a number
of HUD programs, including CDBG, to the Department of Commerce.

The Community Development Block Grant program is our nation’s largest source
of Federal funds for local community and economic development. Unlike most of
what comes out of Washington, Community Development Block Grants, or
“CDBGs,” permit local community groups to design and carry out programs tailored
to the specific local need of our neighborhoods.

For thirty years, the CDBG program has empowered local groups to revitalize
their communities and create economic opportunity. CDBG funds are at work in
neighborhoods all across my hometown of Los Angeles:

In Hollywood, the Public Health Foundation Enterprise’s “Aztecs Fire Fuels
Crew” trains ex-gang members how to become firefighters.

In South Los Angeles, the Unity Collaborative, an alliance of community-based or-
ganizations, has worked to mediate peace agreements between violent gangs in
South Los Angeles, on the Westside, in Watts, and in Baldwin Village.

Along the Crenshaw Corridor, the Marlton Square project is seeking to reinvigo-
rate a decades-old shopping center with new housing and retail development. The
project will create jobs and improve local housing opportunities.

The LA County Community Development Commission uses CDBG funds to oper-
ate its Business Technology Center, California’s largest high-tech business incu-
bator, creating high tech jobs for an impoverished neighborhood. The BTC currently
serves 39 tenant and affiliate firms with high-tech specialties.

CDBG is not a government handout rather, it is one of the most effective tools
cities and neighborhoods have to fight economic distress and create jobs and wealth.
Part of what makes CDBG such a powerful tool is that local governments have it
used CDBG funds so effectively to leverage private sector dollars.

Unfortunately, the President’s budget for HUD effectively eliminates the Commu-
nity Development Block Grant program. The President’s budget includes a proposal
to consolidate 18 programs, including CDBG, into a new program to be administered
by the Department of Commerce. Proposed funding for this consolidated program
would be 35 percent lower than the combined FY 2005 appropriated level for these
18 programs. The pro rata reduction for CDBG alone would be $1.42 billion.

But what is even more troubling is that this change is being put forward before
the relevant committees here in Congress have had a chance to hold hearings to
judge the impact or efficacy of these changes. For example, last year, $1.16 billion
of CDBG funds were used for housing, resulting in 112,000 homeowners receiving
assistance to rehabilitate their homes, 11,000 families becoming first-time home-
buyers, and 19,000 rental housing units being rehabilitated. But one might assume
that, after moving to the Commerce Department, these funds would not be eligible
for use on housing. This would cripple local affordable housing efforts at a time
when housing prices are skyrocketing. In Los Angeles, half of all families rent, and
}‘ocallfair market rents already are out of reach for more than half of these renting
amilies.

Another cause for concern is the President’s replacement of CDBG’s existing fund-
ing formula. The President’s proposal notes that CDBG funds currently go to many
communities with lower poverty rates. But simply because a community is not over-
whelmingly poor does not mean it is not home to poor people. Changing the funding
formula in the ways suggested by the President’s proposal could kneecap the effort
of moderate income communities to bring their poorer and excluded residents into
the economic mainstream.

While the President’s goal of balancing the budget is laudable, it is short-sighted
to do it by cutting a program as successful as CDBG. As you draft the budget for
FY2006, I urge you to restore full funding for Community Development Block Grant
program and keep it at HUD.
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Thank you again, Mr. Chairman and members, and before I yield to Ms. Sunchez,
I’d just like to ask that some supporting documents be included in the record. I have
here:

« a letter from the Mayor of Los Angeles, Jim Hahn;

* a one-pager from Los Angeles County on how these cuts will impact them;

¢ a resolution passed by the National League of Cities, which represents 478 cit-
ies in California alone, opposing the community development cuts;

* testimony from Jim Hunt, a councilman and former mayor of Clarksburg, West
Virginia, who is currently in the leadership of the League of Cities;

¢ and testimony from Donald Plusquellic, the Mayor of Akron, Ohio, and Presi-
dent of the United States Conference of Mayors, as well as an additional statement
from the Conference.

Thank you, and I yield to Ms. Sanchez.

ELIMINATION OF THE COMMUNITY DEVELOPMENT BLOCK GRANT PROGRAM: IMPACT ON
33RD DISTRICT

The following are sample projects funded in the unincorporated areas of the First,
Second and Third Supervisorial Districts which provide services to residents in the
33rd Congressional District:

Big Brothers Big Sisters of Greater Los Angeles—Mentor Outreach Project: Pro-
vides funding for big and little sister matches and case management services
through an intensive outreach campaign to recruit mentors; girls to be matched are
at-risk for teenage pregnancy, gang membership and drug/alcohol abuse.

Community Development Commission—Single Family Grant Program: Provides
funds for safety repairs to families, seniors and the disabled for single-family resi-
dential units.

Foundation for the Junior Blind—Infant Family Project: Provides home-based
early intervention services for infants and toddlers from birth to 3 years of age who
are visually impaired and have multiple disabilities.

Los Angeles County Department of Consumer Affairs—Homeowners Fraud Preven-
tion Project: Provides assistance to low- to moderate- income homeowners from
being victims of fraud in the purchase of a home, home equity transactions includ-
ing identity theft, and the purchase of household goods and services.

Additionally, the participating city of Culver City received a FFY 2004 CDBG allo-
cation to provide services to benefit the residents of its city. Below are a sample of
some of those projects:

City of Culver City

Citywide Curb Cut Project Phase III—Provides for the construction of 40 curb cuts
for disabled access, citywide.

Coordinator of Services to the Disabled—Provides funding for staff support for pro-
grams, assistance and referral services to low- and moderate-income, severely dis-
abled residents.

Washington Boulevard Streetlight Replacement Project— Provides for the upgrade
and installation of eight streetlights and the lighting conduit systems in the city’s
Redevelopment Project Area.

Los Angeles Urban County Community Development Block Grant Program.

ELIMINATION OF THE COMMUNITY DEVELOPMENT BLOCK GRANT PROGRAM: IMPACT ON
LOS ANGELES COUNTY

Background

The Community Development Block Grant (CDBG) program funds a broad range
of housing revitalization, community and economic development activities, job cre-
ation, and public services, primarily for the benefit of low- and moderate-income
persons. Except for set-asides, CDBG funds are allocated by formula to state and
local governments. Total CDBG funding was cut from $4.93 billion in FY 2004 to
$4.85 billion in FY 2005 with formula grant funding decreasing from $4.33 billion
to $4.11 billion. Total CDBG formula grant funding for state and local governments
in California fell from $555 million in FY 2004 to $526 million in FY 2005. The
President’s FY 2006 Budget proposes to eliminate the CDBG program.

Impact on Los Angeles County

The President’s proposal to eliminate the CDBG program would hurt the County’s
economically disadvantaged residents, who are main beneficiaries of CDBG-funded
services. According to 2000 Census data, 17.9 percent of all Los Angeles County
residents had incomes below the poverty level, a far higher poverty rate than the
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12.4 percent national average. In fact, the County had more poor residents than any
single state, except for New York, Texas, and California.

In FY 2005, a combined total of $184.3 million in CDBG formula grants have been
allotted to local governments in Los Angeles County, including $34.6 million to the
County of Los Angeles, which operates the nation’s largest Urban County CDBG
program. The County administers CDBG funds for unincorporated areas and 48 of
the 88 cities in Los Angeles County.
b Over the past 4 years, CDBG funds have assisted Los Angeles County residents
y:

¢ Providing nearly 2 million units of services through after-school and recreation
programs to over 156,000 youth;

* Providing over 800,000 services, including meals, case management, and other
needed services to over 67,000 seniors;

¢ Rehabilitating close to 7,000 homes;

* Developing almost 9,000 affordable housing units; and

» Creating or preserving over 2,000 jobs.

Eliminating the CDBG program would result in the curtailment of such needed
services as well as the many community and economic development projects and
public infrastructure improvements that have been funded by CDBG. In addition,
its elimination could lead to defaults on existing loans for community and economic
development projects that are being repaid using CDBG funds.

RESOLUTION BY THE BOARD OF DIRECTORS, LEAGUE OF CALIFORNIA CITIES
COMMUNITY DEVELOPMENT BLOCK GRANT PROGRAM

WHEREAS, for thirty years America’s cities, including both large and small cities
in California, have used Community Development Block Grant (CDBG) grants to
create jobs, provide affordable housing, eliminate blight and generate new economic
investment; and

WHEREAS, CDBG funds have played a critical role in community and economic
development in California; and

WHEREAS, CDBG funds have been a powerful economic engine and a job creator,
allowing California cities to leverage private investment in numerous business
projects that create new employment opportunities and attract equity investment;
and

WHEREAS, CDBG funds represent a catalyst for creating more affordable hous-
ing, helping cities to leverage the private investment needed to build new rental
housing units, revitalize single-family homes. CDBG funds also allow additional
homes to be hooked up to sewer lines. All of these endeavors help to provide Cali-
fornia families with clean, decent, affordable housing; and

WHEREAS, the CDBG program offers a mechanism for building public infrastruc-
ture, helping California cities to redesign roads, build sewerage systems and other
much-needed infrastructure improvements; and

WHEREAS, the CDBG program is helping California cities remove blight, reduce
drug trafficking and other crime, and thereby enhance the quality of life in Cali-
fornia; and

WHEREAS, the President has proposed a new “Strengthening America’s Commu-
nities Initiative” which combines 18 direct grant programs, including CDBG, into
one within the Economic Development Administration (EDA); and

WHEREAS, at $3.71 billion, the new program (which combines 18 programs) is
nearly $1 billion less the current CDBG program alone; and

WHEREAS, without proper funding for CDBG, we risk undermining the economic
well being of our communities, the future generations that live there, and the nation
as a whole.

NOW, THEREFORE, BE IT RESOLVED BY THE BOARD OF DIRECTORS OF
THE LEAGUE OF CALIFORNIA CITIES that we hereby request Congress to enact
a FY 2006 budget and appropriations package that funds CDBG formula grants at
no less than $4.355 billion, which is level with FY 2005 allocations; and

RESOLVED FURTHER, that Congress maintain the CDBG as a separate and dis-
tinct program from other economic development programs that provides a direct and
flexible source of funding to local governments; and

RESOLVED FURTHER, that Congress maintain the current “dual formula” sys-
icem Wher?1 70 percent of CDBG funds go to entitlement communities based on popu-
ation; an

RESOLVED FURTHER, that we will send copies of this resolution to all members
of the California Congressional Delegation.
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ADOPTED by the board of directors of the League of California Cities this 28th
day of February 2005.
PAT EXLUND,
President and Council Member, Novato.

CHRIS MCKENZIE,
Executive Director.

COMMENTS BY DONALD L. PLUSQUELLIC, MAYOR OF AKRON, PRESIDENT, THE U.S.
CONFERENCE OF MAYORS, TO THE HOUSE SUBCOMMITTEE ON FEDERALISM, MARCH
1, 2005

Good morning. Chairman Turner, I would like to thank you and the members of
the Subcommittee for inviting the Conference of Mayors to share our thoughts on
gle Administration’s proposal to eliminate the Community Development Block

rant.

You were a strong leader within the Conference when you served as Mayor of
Dayton, and we appreciate your continued leadership now in Congress.

I am also very pleased to be here with my local government colleagues with whom
we are united.

The Conference of Mayors is 100 percent opposed to the budget proposal that
would eliminate the CDBG program by merging it with 17 other programs, moving
the function to the Commerce Department, and cutting overall funding.

We stated this position when the proposal was first announced—an announce-
ment that came without prior consultation with us—and unanimously reaffirmed
this position during our Winter Leadership Meeting this past weekend when we met
with Dr. Sampson and told him directly of our opposition.

CDBG has been successful for 30 years, and based on this success, the nation’s
mayors urge Congress to continue the program’s present funding level of $4.7 billion
and to keep it at the Department of Housing and Urban Development.

Our written statement, submitted by both elected and appointed officials, is re-
plete with data which show clearly the outstanding performance of CDBG over the
past 30 years.

In 2004, using CDBG funds:

¢ more than 78,000 jobs were created or maintained,;

¢ nearly 160,000 households received housing assistance, and of that amount
11,000 become new homeowners;

¢ 9 million persons were served by new or reconstructed public facilities and in-
frastructure;

¢ 13 million persons received assistance from CDBG-funded public services; and

¢ CDBG provided loans to businesses in distressed neighborhoods, with more
than a quarter of these loans made to minority businesses.

These statistics and many more specific success stories are proudly displayed on
the HUD website I would note.

In my city * * * (if you want)

In your cities * * * (see attachment for cities)

Much has been said about OMB’s rating of CDBG and the perceived lack of per-
formance outcome measures. Let me make two points on this issue.

First, I know that national organizations representing appointed officials worked
for a year with OMB to develop a new performance outcome measurement system.
We are very disappointed that OMB turned aside an agreed-upon framework of
sound performance measures and instead proposed the elimination of CDBG.

Second, I believe it is unfair to compare performance results between programs
like CDBG with much smaller programs like EDA at Commerce. To me, this is like
comparing the results of a doctor who treats older, less healthy persons with a doc-
tor who treats fairly healthy young people.

Simply stated, CDBG is targeted at some of the toughest problems our cities face,
and some of the most distressed pockets of poverty and blight.

I believe that the positive leveraging results mayors and local leaders have dem-
onstrated using CDBG should be credited not degraded.

OMB contends that 38 percent of the communities receiving CDBG have less pov-
erty than the national average, and that this statistic is another reason for elimi-
nating the program.

The implication from the misleading OMB statistic is that somehow wealthy peo-
ple are benefiting from CDBG. This is a gross distortion of the truth.

The program’s funds are targeted to those “pockets of poverty” or places in a city
or (;funty where there is blight, housing needs, or serious economic development
needs.
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In addition, positively addressing blight and distress helps communities prevent
the spread of these conditions to neighboring areas.

Business leaders representing groups such as the Real Estate Roundtable and
International Council of Shopping Centers are standing with us. These business
leaders have said that CDBG is a cornerstone for the type of public-private partner-
ships that have led to the renaissance that has occurred in many of our cities in
recent years.

As perhaps the most accountable elected officials in the nation, mayors are always
open to improving government performance and providing better service to our con-
stituents.

I want this subcommittee to know that once we secure a commitment to fully fund
CDBG at $4.7 billion and keep it at HUD, we would be happy to discuss possible
improvements to this highly-successful program.

Thank you for this opportunity to testify and look forward to the comments from
my colleagues and to our discussion this morning.

TESTIMONY OF HON. JAMES C. HUNT, CiTY COUNCILOR, CLARKSBURG, WV, VICE
PRESIDENT, NATIONAL LEAGUE OF CITIES, BEFORE HOUSE GOVERNMENT REFORM
COMMITTEE, MARCH 1, 2005

Chairman Turner, Ranking Member Clay and members of the subcommittee,
thank you for the opportunity to appear before you today to discuss the Administra-
tion’s proposed shift of Community Development Block Grant (CDBG) program to
the Department of Commerce. My name is Jim Hunt. I am City Councilman and
former Mayor of Clarksburg, West Virginia and am appearing before you today as
First Vice President of the National League of Cities.

The National League of Cities, the nation’s oldest and largest organization for mu-
nicipalities, represents 18,000 cities and towns and over 140,000 local elected offi-
cials. Its mission is to strengthen and promote cities as centers of opportunity, lead-
ership, and governance, and to serve as a national resource and advocate for the

municipal governments it represents. No matter the size of city, programs like the
Community Development Block Grant (CDBG) program have played a critical role
in rejuvenating distressed communities and alleviating economic decline throughout
our nation’s cities.

CDBG has played a critical role in rejuvenating distressed neighborhoods and al-
leviating economic decline in all types of communities. It is one of the best and only
tools currently available to spur economic growth. However, CDBG is not just a jobs
creator or economic development incubator, it is also a catalyst for affordable hous-
ing and new public infrastructure.

Take my city of Clarksburg, West Virginia, as an example. Using CDBG grant
funds, Clarksburg recently constructed a new water line that serves the FBI’s new
Criminal Justice Information Services Division building. The facility employs over
2,700 people in and around my community.

This project also opened up hundreds of acres of land that are now a hotbed of
economic development activity. Before the project, these properties were either
blighted or idle because they had no reliable access to water. Today, these lands
generate jobs, spur economic activity, and provide housing and green space. They
also generate new revenue for the city, the state, and ultimately, the Federal Gov-
ernment.

This story is echoed in cities across America:

« Tuscaloosa, Alabama used $2 million in CDBG funds to renovate an area near
the University of Alabama. The project helped create more than 100 new jobs and
retained many more.

¢ Milwaukee, Wisconsin used the program to rehabilitate or construct more than
700 affordable housing units—and help more than 250 low income, first-time home
buyers live out the American dream.

Unfortunately, the Administration is proposing to eviscerate the CDBG program
by shifting its funding to a new and significantly smaller program within the De-
partment of Commerce. For reasons to be outlined shortly, NLC urges you to reject
the Administration’s proposal and to maintain CDBG as a distinct and separate pro-
gram within the Department of Housing and Urban Development (HUD).

A. The Administration’s Strengthening America’s Communities Initiative (SAC)
Would Not Serve the President’s Goal of Supporting Economic Development.

The Administration’s Strengthening America’s Communities Initiative (SAC) will
have a tremendous impact on the way the Federal Government allocates community
development funds. Unfortunately, it has offered little in the way of details to the
various stakeholders. Therefore, it is difficult to quantify one’s concerns without
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knowing the specifics. However, based on the documents released by the Adminis-
tration in support of the proposal, local governments have these initial concerns

Specifically:

1. The proposal would drastically reduce community development funding by
roughly $2 billion—funding local governments will not be able replace.

2. The proposal would significantly alter eligibility requirements to the disadvan-
tage of some low- and moderate- income communities.

3. The proposal would narrow the performance standards from that of the current
CDBG program to only economic criteria, a step that would drastically reduce the
flexibility and effectiveness of community development moneys.

1. The Administration’s SAC Program Would Drastically Reduce Funding for
Community Development Programs That Cannot Be Recovered.

The Administration’s SAC proposal collapses 18 current programs, whose com-
bined fiscal year 2005 budgets total approximately $5.5 billion, into a single grant
program funded at $3.7 billion. The Administration’s proposed budget for SAC
grants represents a funding cut of nearly 35 percent from what Congress allocated
in fiscal year 2005 for all 18 programs. This cut disproportionately harms CDBG
funding because CDBG’s fiscal year 2005 funding level of $4.7 billion represents
nearly 80 percent of the $5.5 billion of combined funding. Moreover, the proposed
$3.7 billion for SAC grants is $1 billion short of CDBG’s current funding level.

The Administration claims that it is seeking to “retarget and refocus” these funds
to create new program efficiencies. However, from a practical standpoint, NLC ques-
tions whether moving the programs from HUD, where administrative and profes-
sional infrastructures already exist and function well, to the Department of Com-
merce will generate any real savings because building the agency’s capacity to ad-
minister the programs alone would likely consume any cost savings derived from
consolidating these programs.

2. The Administration’s New Eligibility Criteria Would Ignore the Needs of Many
Low- and Moderate—Income Communities.

The Office of Management and Budget claims that SAC will better fund commu-
nities most in “need of assistance” by creating new eligibility criteria around na-
tional job loss, unemployment, and poverty rates. Too many communities, it says,
receive funding that they no longer need, even though many of these communities
have poverty rates below the national average.

The details are still unclear as to which communities will be eligible for SAC
grants, but it seems clear that they must, at the very least, have poverty and job
loss rates above the national average. If this is so, then Administration has made
the mistaken assumption that impoverished neighborhoods no longer exist in com-
munities ranking above the national average on the poverty and job loss index. We
at the local level know however, that this is far from reality.

Using national averages to measure assistance needs ignores the reality that our
nation is comprised of local economic regions that are unique. For example, the ma-
jority of families who earn below the regional median household income in the
greater Washington, D.C.—Baltimore metropolitan area may earn more than the
national poverty rate, but they are just as much in need of assistance because the
cost-of-living in this region is significantly higher than the national average.

Throughout West Virginia, when you travel to virtually every city, from large to
small, you don’t have to drive very far to find the areas of our cities and towns that
have been forgotten; where poverty and despair reign. This one-size-fits-all approach
proposed by the Administration will likely stifle the flexibility and effectiveness cur-
rently found in CDBG. The result will be that many cities and towns will still be
forgotten and poverty and despair will continue to reign.

3. The Administration’s Proposal Would Narrow Performance Standards, Dras-
tically Reducing the Flexibility and Effectiveness of Community Development Mon-
eys.

The Office of Management and Budget claims that programs like CDBG have no
measurable results. The Administration’s proposal suggests new performance stand-
ards like job creation, new business formation rates, commercial development and
private sector investment as tools to determine whether communities receiving SAC
funds are achieving results and thus, their eligibility to retain funds or to earn
bonus grants.

Unfortunately, measuring results by these criteria makes little sense for commu-
nities that are chronically impoverished, have little to offer in the way of resources,
and are unlikely to show significant progress over relatively short periods. In short,
these communities are being set up to fail.

For example, Clarksburg recently used a $250,000 CDBG grant to demolish va-
cant and dilapidated buildings in certain neighborhoods throughout our city. These
structures were havens for crime, targets for vandalism and fires, and an attractive
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nuisance for our children. The city used the vacant lots created by the project to
gxpand businesses as well as create space for larger yards and garages for our resi-
ents.

Unfortunately, it is very difficult to assess the impact of removing a drug den
from a neighborhood using economic criteria alone. Moreover, it is difficult to assess
economic impact in relation to this type of project over a short period. Yet, the Ad-
ministration’s proposed criteria would try to do just that. Closing down a drug den
may not immediately create job growth, spur new business formation, or encourage
new commercial and residential development. However, it will immediately increase
the quality-of-life of its neighbors. That is measurable and is the foundational begin-
ning for any plan to attract new commercial and residential development in the fu-
ture.

Since its creation in 1974, CDBG has had a three-pronged mission to: (1) benefit
low- and moderate-income individuals and households; (2) eliminate slums and
blight; and (3) address the urgent needs of communities faced with a serious and
immediate economic or health threat. These goals have allowed local government
broad latitude in how it uses grant funds, and whether that use is for the creation
of new economic development opportunities, affordable housing, public facilities, or
services. Ultimately, these goals have given cities the latitude to address “urgent
needs” like eliminating drug dens and other cancers on our communities—latitude
not found with other programs. It is because of CDBG’s flexibility and autonomy of
local control that the CDBG program has become, from the local government per-
spective, the most effective form of Federal assistance currently available.

If the Congress alters the CDBG program as proposed, however, we in West Vir-
ginia fear that the state’s entitlement cities will be placed in direct competition with
non-entitlement cities as well as with larger municipalities located across the na-
tion. CDBG communities have already faced reduced funds from the program. This
problem does not necessarily stem from huge cuts in CDBG funding. Instead, it is
the result of a continued and growing need. More simply put, more communities
have been competing for a static or slightly decreasing pot of money. Now the Ad-
ministration proposes to cut that scarce funding by a total of nearly $1 billion ($2
billion if one includes the other 17 community development programs). This cut can
only exacerbate the problem and increase competition among localities. To say that
the SAC proposal is a compassionate attempt to bring more money to distressed
areas like those in West Virginia is to deny the reality that there will be less fund-
ing for an ever-larger universe of need.

B. The CDBG Program Should Remain Flexible and Distinct from Other Commu-
nity Development and Economic Development Programs and Should Be Level Fund-
ed for FY 2005.

The long-standing goal of community development has been to improve the phys-
ical, economic, cultural and social conditions and opportunities a community offers
its residents. For this reason, NLC urges the Congress to work with state and local
governments as a full partners in achieving this goal. Over the last 30 years, the
CDBG program has served as an excellent example of a successful Federal and local
community development partnership. For this reason, NLC will continue to advocate
in Congress for a fully-funded CDBG program at the Department of Housing and
Urban Development that is distinct and separate from other economic and commu-
nity development programs.

NLC will strongly support legislation that funds CDBG formula grants at no less
than $4.35 billion and the overall program at $4.7 billion. Moreover, NLC will sup-
port legislation that keeps the CDBG program within the HUD account and pro-
vides a direct, flexible and reliable source of funding to local government. Lastly,
NLC will seek to maintain the current “dual formula” system where at least 70 per-
cent of CDBG formula funds go directly to cities.

STATEMENT BY U.S. CONFERENCE OF MAYORS; NATIONAL ASSOCIATION OF COUNTIES;
NATIONAL LEAGUE OF CITIES; NATIONAL ASSOCIATION OF LOCAL HOUSING FINANCE
AGENCIES; NATIONAL ASSOCIATION FOR COUNTY COMMUNITY AND EcoNoMIC DE-
VELOPMENT; NATIONAL COMMUNITY DEVELOPMENT ASSOCIATION; NATIONAL ASSO-
CIATION OF HOUSING AND REDEVELOPMENT OFFICIALS; COUNCIL OF STATE COMMU-
NITY DEVELOPMENT AGENCIES TO THE HOUSE SUBCOMMITTEE ON FEDERALISM,
MARCH 1, 2005

The U.S. Conference of Mayors (USCM), National Association of Counties (NACo),
National League of Cities (NLC), National Association of Local Housing Finance
Agencies (NALHFA), National Association for County Community and Economic De-
velopment (NACCED), National Community Development Association (NCDA), Na-
tional Association of Housing and Redevelopment Officials (NAHRO), and the Coun-
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cil of State Community Development Agencies (COSCDA) appreciate the oppor-
tunity to present this statement to the House Subcommittee on Federalism and the
Census. We offer this testimony in strong support of the Community Development
Block Grant Program (CDBG) and in equally strong opposition to the Administra-
tion’s “Strengthening America’s Communities Initiative.”

The Administration’s FY 2006 budget proposes the total elimination of CDBG. In
CDBG’s place, the Administration is proposing the creation of a smaller program
within the Department of Commerce that will focus solely on economic development.
We strongly oppose this substantive policy change for several reasons. First, CDBG
is the nation’s premier community development program with a long record of suc-
cess. Second, the Department of Housing and Urban Development (HUD) and the
Department of Commerce each play an important role in an intergovernmental part-
nership with respect to community and economic development. These roles must be
preserved. Overall there is no reason to eliminate CDBG or create a new program
zvit}&in the Department of Commerce to administer Federal community development
unds.

CDBG was signed into law by President Gerald Ford in 1974. Now in its 30th
year, CDBG is arguably the Federal Government’s most successful domestic pro-
gram. The CDBG program’s success stems from its utility i.e., providing cities, coun-
ties and states with flexibility to address their unique affordable housing and neigh-
borhood revitalization needs. Based on HUD’s most recent data, in FY 2004 alone
the CDBG program assisted over 23 million persons and households.

CDBG HAS POSITIVE IMPACT

HUD, OMB and grantees celebrated CDBG’s anniversary last September under
the theme “Performance Counts.” This was entirely appropriate because CDBG has
been performing at a high level for 30 years, and it continues to produce results.
In fact, according to HUD, more than 78,000 jobs were created or retained by CDBG
in FY 2004. In addition, in FY 2004, 159,703 households received housing assistance
from CDBG. Of this amount 11,000 became new homeowners, 19,000 rental housing
units were rehabilitated and 112,000 owner occupied homes were rehabilitated. In
FY 2004, over 9 million persons were served by new or reconstructed public facilities
and infrastructure, including new or improved roads, fire stations, libraries, water
and sewer systems, and centers for youth, seniors and persons with disabilities from
CDBG funds. In addition, more than 13 million persons received assistance from
CDBG-funded public services in FY 2004, including employment training, child care,
assistance to battered and abused spouses, transportation services, crime aware-
ness, and services for seniors, the disabled, and youth. In addition, over time grant-
ees provide CDBG-funded loans to businesses located in distressed neighborhoods,
with minority businesses receiving approximately 25 percent of the loans.

CDBG has been achieving results like this throughout it history. An analysis per-
formed by Professor Stephen Fuller of George Mason University in 2001 shows that
over the first 25 years of the CDBG program CDBG-funded projects created 2 mil-
lion jobs and contributed over $129 billion to the Gross Domestic Product (GDP).

EXAMPLES OF CDBG AT WORK

Consider the following examples of CDBG at work in the community. These
projects were all award winners at last September’s 30th Anniversary Celebration
of the CDBG program.

The City of Jacksonville-Duval County, FL has invested more than $20 million
to revitalize the Royal Terrance neighborhood, one of its oldest and poorest. The im-
provements included extensive drainage, sewer, paving and curbs and gutter im-
provements. Since 1998, CDBG, together with HOME funds, has been expended to
rehabilitate the homes of 72 low- and moderate-income residents. In addition, CDBG
funded-rehabilitation has resulted in 75 homes of low- and moderate-income persons
being hooked up to sewer lines. A $700,000 Section 108 loan guarantee assisted
with the rehabilitation of a 200-unit apartment complex where all of the residents
receive

Section-8 rent subsidies. A private investor contributed $4.5 million to the reha-
bilitation. CDBG funds also addressed part of the rehabilitation of vacant buildings
in the Royal Terrance neighborhood that have now been converted into commercial
facilities that house businesses.

Los Angeles County used CDBG funds to develop its Business Technology Center,
the largest high-tech business incubator in California. Opened in 1998, the BTC is
a 40,000 square-foot facility in a minority community that was developed with
CDBG funds ($3.5 million) and Economic Development Administration funds ($2
million). This is a good example of the programs of the two agencies complementing
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each other. Development of the facility removed a blighted structure, provided an
anchor to revitalize a commercial corridor, and used technology to jump-start a dis-
advantaged community. Today, the BTC serves 39 tenant and affiliate firms with
specialties ranging from fuel cells to biometric software to make DNA micro arrays
more effective. Over 45 percent of the BTC firms have received more than $65 mil-
lion in equity investment and created more than 475 jobs.

The City of Portland, Oregon’s Rosemont project involved the redevelopment of an
eight-acre site to preserve the historic Villa St. Rose School and Convent while cre-
ating a range of affordable homeownership and rental housing opportunities. Com-
pleted in 2002, Rosemont integrates several different housing types, provides a spec-
trum of affordability, and includes much-needed community services. There are 100
units of senior rental housing in the preserved and expanded Villa St. Rose Convent
building. There are 18 new family rental units, 17 affordable homes for first-time
homebuyers, 30 town homes, several single-family homes for sale at market rate,
and a Head Start facility that will have five classrooms and administrative offices.
The City provided $3.9 million in permanent CDBG financing to develop the senior
housing, helped with the site planning, made street and other public improvements,
and provided homebuyer assistance.

Yuma, Arizona’s historic Carver Park Neighborhood is a 22-block area that is 73
percent Hispanic and has a high rate of unemployment with nearly half of its resi-
dents living in poverty. The City designated it a Neighborhood Revitalization Strat-
egy Area under the CDBG program in 2000. As a result, significant improvements
and additions have been made to the neighborhood’s housing stock. Thirty-six town
homes and 89 units of new rental housing (constructed with Low-Income Housing
Tax Credits) have been built. An additional 40 units of private single-family units
have been added to the housing stock, 53-units have been rehabilitated, and two
homes were reconstructed. HUD also approved a Section 108 loan guaranteed for
homeownership activities. The neighborhood just celebrated the opening of the Dr.
Martin Luther King Neighborhood Community Center, a safe place for youth to
gather. The improvements made in this neighborhood demonstrate the impressive
leveraging of public and private funds and programs to maximize CDBG funding.
To date a total of $27.5 million in additional investment has been leveraged for
neighborhood revitalization from a total CDBG investment of $4.1 million.

The City of Dayton, Ohio has focused its community development efforts on eradi-
cating blight from its neighborhoods and making large abandoned commercial sites
available for re-use and redevelopment in order to create jobs. From 2000 to 2003,
the city spent $3.8 million to clear 61 acres of blighted commercial properties in
order to make these brownfields sites available for business re-use. Of the 61 acres,
10 have been developed for a new business incubator and the expansion of Select
Tool, a Dayton manufacturing firm that retained 55 jobs and will create 100 new
jobs. In addition to brownfields redevelopment, the City spent over $600,000 for
business loans and grants to 29 businesses, resulting in the creation of over 56 jobs
for low- and moderate-income residents. In addition, from 2000 to 2003, the City
spent over $350,000 in workforce development programs and partnered with such
local agencies as the home builder’s association to equip under- and unemployed
residents in accessing living wage jobs. Over 800 low- income residents were served
through the City’s workforce development partners and 172 were placed in full-time,
living wage jobs. Overall, from 2000 to 2003, the City leveraged $61 million in addi-
tional private and public funds for every CDBG dollar it allocated.

When disaster strikes, Congress usually turns to the CDBG program to help pro-
vide relief as it did for Florida in the wake of last year’s devastating hurricane sea-
son. CDBG has also been an effective resource in helping New York City rebuild
after the September 11th tragedy. HUD has provided New York with $3.483 billion
in CDBG funds to be administered by the Empire State Development Corporation
(ESDC) and its subsidiary the Lower Manhattan Development Corporation (LMDC).
Of that amount, $700 million has been committed to ESDC and $350 million to
LMDC for business retention/attraction and economic loss compensation. An addi-
tional $305 million is being used by LMDC for a residential incentive program,
training assistance and administrative costs. The process of designating the balance
of the funds continues, and CDBG will continue to play a critical role in the City’s
recovery.

The Self Help Virginia water and sewer program is able to bring centralized
water or sewer service (and often both) to remote, undeserved, low-income rural
communities where conventional infrastructure financing (loans or grants) would
not be economically feasible. The program takes advantage of local volunteer labor
to provide water and sewer services where those services would be difficult or
unaffordable to provide through conventional needs, particularly in the state’s Appa-
lachian counties. In the past 6 year’s the state has provided over $6.1 million in
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CDBG funds to assist 30 projects. Over 100 miles of pipe have been laid. Over 2,800
people now have (or will soon have) reliable water and sewer service. The state has
further supported revitalization in these areas with housing rehabilitation grants
and other community development investments. The state has stretched its dollars
by combining CDBG funds with Appalachian Regional Commission funds and local
dollars. The state estimates the cost savings from this program to be $10 million
(a 62 percent reduction from the estimated “retail cost” of these projects if they had
been contracted out).

CDBG WORKS, WHY ELIMINATE IT?

CDBG is popular on both sides of the aisle, and the private sector recognizes its
value as well. Senator George Voinovich (R-OH) said recently at the U.S. Conference
of Mayors Winter Meeting that “CDBG is the finest Federal program ever to impact
cities * * * [it] should be increased, not decreased.” The President of the Mortgage
Bankers Association of America, Michael Petrie, was quoted at the same meeting
as stating “we need to work together to preserve funding for HUD programs such
as CDBG.” Senator Christopher Bond, Chair of the Senate HUD Appropriation’s
Subcommittee, and someone who has considerable experience with CDBG as a
former governor and as chair, was quoted in the February 8th edition of the Wash-
ington Post as saying that the proposal “makes no sense.”

We are frankly puzzled that the Administration offered this sweeping proposal.
In late January, HUD Secretary Alfonso Jackson told the Winter Meeting of the
U.S. Conference of Mayors that the Bush Administration is “ * * * committed to
the CDBG program. He said that CDBG “ * * *is a good program and the Adminis-
tration is committed to seeing that it meets its responsibilities.” He said that the
FY 2006 budget “ * * * would be fiscally conservative but it will allow you [mayors]
to carry out your responsibilities.” What a remarkable turn of events to see that the
FY 2006 budget completely eliminates the CDBG program.

The organizations represented by this testimony do not agree with the poor rating
the program received by the Office of Management and Budget (OMB) as part of
its Performance Assessment Rating Tools (PART) process. Our analysis of the PART
suggests that it is an inappropriate measure of a block grant program’s perform-
ance. Instead, it lends itself to an assessment of categorical programs. As described
above, contrary to the results of this inappropriate rating tool, the program does
work well. Since its enactment in 1974, the program has been, and continues to be,
a critical affordable housing and neighborhood revitalization tool for communities.
While providing essential services to citizens nationwide, CDBG also acts as an en-
gine of economic growth. It creates jobs and retains business, and it provides com-
munities with the tools to make needed infrastructure improvements, all with t a
focus on low- and moderate income persons and their neighborhoods.

The PART review of CDBG states that the program lacks performance outcome
measures. NCDA, NACCED, NAHRO, and COSCDA worked with OMB and HUD
for nearly a year on performance outcome measures for HUD’s four formula grant
program: CDBG, HOME Investment Partnerships Program, Emergency Shelter
Grants (ESG) and Housing Opportunities for Persons with AIDS (HOWPA).
Through a consensus, the group has developed a framework and specific outcome
measures to evaluate the effectiveness of these programs. OMB helped develop this
and has signed off on the framework and the outcome measures. HUD is in the
process of implementing it. We worked in good faith with OMB and HUD in devel-
oping sound performance measures for CDBG; all parties supported the existing
program. Why suddenly has OMB shifted its support of the program? Why did it
develop a whole new “Strengthening America’s Communities” (SAC) Initiative to re-
place CDBG when all parties agreed that CDBG had great accomplishments that
could now be reported through our newly created Performance Measures system?

ADMINISTRATION’S “STRENGTHENING AMERICA’S COMMUNITIES” PROPOSAL

It has been reported that a “Cross Cutting Working Group” of senior staff from
Federal agencies recommended these changes and that is the genesis of the
Strengthening America’s Communities Proposal. This is patently untrue. That group
met last year to develop common outcome measures for certain Federal programs.
The work of that group was to collect information in a common way about programs
that helped communities. However, each of the Federal programs proposed to be
eliminated plays a different role, and each is still very much needed.

It is difficult for us to comment on the Administration’s proposal without knowing
the full details. The Initiative is undefined and unknown at this point. What is clear
is that 18 programs that touch on urban and rural economic development, at an FY
2005 funding level of $5.5 billion, are proposed to be turned over to the Department
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of Commerce and reemerge as a new program whose funding level is proposed at
$3.71 billion, a reduction of nearly $2 billion. We do not support such an initiative.
We do not support the elimination of the CDBG program in any form nor do we
support the transfer of its funding or the funding of any other HUD program to the
Department of Commerce.

With the creation of this Initiative, the Administration seems to be suggesting
that CDBG is only an economic development program. In FY 2004, 25 percent or
$1+ billion in CDBG funds went to housing activities—assistance to first-time home-
buyers, and single- and multi-family housing rehabilitation. Another 40 percent of
the funds went to support public infrastructure—water and sewer facilities, streets
and sidewalks, fire stations, and community centers, all in low- and moderate-in-
come neighborhoods.

It is also reasonable to question whether the Commerce Department has the ca-
pacity to administer a multi-billion dollar program. Its $257.4 million economic de-
velopment grant and loan programs are dwarfed by HUD’s $4.7 billion CDBG pro-
gram. HUD, together with its more than 1100 urban, suburban and rural CDBG
grantees, constitutes an effective infrastructure for program administration. State
and local grantees are intimately familiar with the CDBG statute and implementing
regulations. It begs the question, why not move Commerce’s economic development
programs to HUD for it to administer?

Moreover, programs currently located within the Department of Commerce’s Eco-
nomic Development Administration (EDA) portfolio already address several of the
issues contemplated by the new initiative. EDA’s grant and loan programs are uti-
lized by local governments to stimulate private sector job growth, ease sudden and
severe economic distress and promote long-term economic development planning.
They are critical to the nation’s distressed areas across the country. EDA’s programs
were reauthorized last year through FY 2008, a move strongly supported by local
governments. The severe impact created by the loss of these important resources
cannot be understated.

In addition, a major concern for us, and the communities we serve, is the issue
of repayment of Section 108 guaranteed loans. Section 108 is a component of CDBG
and allows communities to fund large scale projects pledging future CDBG alloca-
tions to repay these loans. Many communities across the country have undertaken
projects financed by Section 108 guaranteed loans and depend on their CDBG allo-
cations for repayment. Without CDBG, these communities would be forced to repay
these loans with their own funds. This would put many communities at risk of re-
payment and/or reduce already diminishing local general revenues.

SUMMARY

In summary, we find this new proposal totally unacceptable, and we are ex-
tremely disappointed that this tactic is being used as an excuse to eliminate CDBG
and cut much needed resources to communities. A key priority of the Bush Adminis-
tration is stimulating the domestic economy by creating jobs and expanding home-
ownership, and that is exactly what CDBG does. CDBG is good business and is the
foundation of our nation’s communities.

The fact is, CDBG is working, and it will work even better once HUD implements
the new performance outcome measurement system. It needs to remain at the De-
partment of Housing and Urban Development and funded in FY 2006 at a funding
level of at least $4.7 billion, with no less than $4.35 billion in formula funding. This
funding level approximates the FY 2004 funding level and the amount requested by
the President in his FY 2005 budget.

Mr. LUNGREN. Now, Ms. Sanchez.

STATEMENT OF THE HON. LINDA T. SANCHEZ, A REPRESENTA-
TIVE IN CONGRESS FROM THE STATE OF CALIFORNIA

Ms. SANCHEZ. Thank you. I would like to thank acting Chairman
Lungren and Ranking Member Spratt for allowing me to speak
today. I will talk about an issue today that transcends community
and party boundaries, and that is the possible gutting of Commu-
nity Development Block Grants in the President’s 2006 budget.

Community Development Block Grants, or CDBGs, can be used
for a seemingly endless variety of projects aimed at improving the
quality of life in needy areas around our country. Let me share
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with you some stories and statistics from cities that will be affected
by CDBG cuts.

One of the cities that has expressed grave concern over the loss
of funding is the city of La Mirada in my district. The mayor over
there, Susan Tripp, took the time to explain to me just how much
her city would be injured with the potential cuts.

The pride of the city of La Mirada is the Community Senior Cen-
ter, which was completed in 2001. More than $1.8 million of the
center’s $3.2 million cost came from CDBG, or Community Develop-
ment Block Grants. That is more than half of the funding. The
Senior Center now serves as a hub where La Mirada’s large, elder-
ly population benefits from computer literacy classes, nutrition pro-
grams and health screenings. Without CDBG funding, the con-
struction could have been delayed for years.

La Mirada also uses CDBG funning to enact a loan program for
needy families. The repayment of the principal and interest is then
put back into the loan system. There is more than $1 million circu-
lating in the loan program, creating and sustaining opportunity.

In the city of Whittier, which is also in my district, CDBG mon-
eys are used to fund the Salvation Army, the Interfaith Food Cen-
ter, the Southeast Area Social Services Funding Authority and the
Social Service Commission Scholarship Program. These programs
fund an emergency shelter, food for low-income families, services
for seniors, and recreational scholarships for needy children. The
total cost to do all of this in Whittier with CDBG funds is less than
$65,000. I honestly cannot imagine a more efficient use of Federal
money.

The final city that I would like to talk about is Long Beach, CA.
I believe the numbers speak for themselves on what an impact
CDBG has for the community. Long Beach received $10.6 million
for fiscal year 2004—2005. That money was used to remove 109,000
graffiti tags from more than 34,000 sites. It was used to improve
more than 1,200 housing units. It was used to provide services for
23,000 homeless persons. I think most impressively, CDBG funds
were used to serve 95,031 youth with after-school and weekend
recreation activities.

I hope that these examples have helped demonstrate to the com-
mittee here today that these funds play an enormous and impor-
tant role in the day-to-day survival and successes of our cities.

I would like to close my testimony with a quote from a local offi-
cial: “A key priority of this administration is stimulating the do-
mestic economy by creating jobs and expanding home ownership.
One of the best tools that mayors of cities across America use to
achieve these and other important goals is the Community Devel-
opment Block Grant program. At a time when city budgets are se-
verely challenged and have significant community and economic de-
velopment needs, this cut and realignment will have a devastating
impact on local governments’ ability to provide resources to those
communities and neighborhoods most in need.”

This quote eloquently captures the vital nature of CDBG pro-
grams in our cities. Mr. Chairman, this quote did not come from
a Democratic colleague or anyone here in Washington. It is from
the mayor of Long Beach, CA, and vice president of the U.S. Con-
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ference of Mayors, Beverly O’Neill, a local leader who knows what
the effect of these cuts would be.

Community Development Block Grants work, and they are effi-
cient. They are supported across the board by local community
leaders regardless of their party affiliation. I strongly urge that
CDBG funding be kept at the current level and that it be kept as
a separate and distinct program. I thank you for your indulgence
and yield back.

[The prepared statement of Linda T. Sanchez follows:]

PREPARED STATEMENT OF HON. LINDA T. SANCHEZ, A REPRESENTATIVE IN CONGRESS
FROM THE STATE OF CALIFORNIA

I would like to thank Chairman Nussle and Ranking Member Spratt for allowing
us to speak today.

I'm going to talk today about an issue today that transcends community and party
boundaries—the possible gutting of Community Development Block Grants in the
President’s 2006 Budget.

Community Development Block Grants can be used for a seemingly endless vari-
ety of projects aimed at improving the quality of life in needy areas around our
country.

Let me share with you stories and statistics from cities that will be affected by
CDBG cuts.

One of the cities that has expressed great concern over the loss of funding is the
City of La Mirada. Mayor Susan Tripp took the time to explain to me just how much
her city would be injured.

The pride of La Mirada is the Community Senior Center, which was completed
in 2001. More than $1.8 million of the center’s $3.2 million cost came from Commu-
nity Development Block Grants. That’s more than half.

The Senior Center now serves as a hub where La Mirada’s large elderly popu-
lation benefits from computer literacy classes, nutrition programs, and health
screenings.

Without CDBG funding the construction could have been delayed for years.

La Mirada also uses CDBG funding to enact a loan program for needy families.
The repayment of the principal and the interest is then put back into the loan sys-
tem.

There are more than 1 million dollars circulating in this loan program—creating
and sustaining opportunity.

In the City of Whittier, in my district, CDBG moneys are used to fund the Salva-
tion Army, the Interfaith Food Center, the Southeast Area Social Services Funding
Authority, and the Social Service Commission Scholarship Program.

These programs fund an emergency shelter, food for low income families, services
for seniors, and recreational scholarships for needy children.

The total cost to do all of this in Whittier with CDBG funds is less than $65,000.
I honestly can not imagine a more efficient use of Federal money.

In the final city I would like to talk about, Long Beach, California, I believe the
numbers speak for themselves on what an impact CDBG has for the community.

Long Beach received $10.6 million for Fiscal Year ’04—05.

The money was used to remove 109,000 graffiti tags from more than 34,000 sites.

It was used to improve more than 1,200 housing units.

It was used to provide services for 23,000 homeless persons.

And, I think most impressively, CDBG funds were used to serve 95,031 youth
with after school and weekend recreation activities.

I hope that I have helped demonstrate to the Committee here today that these
funds play an enormous and important role in the day to day survival and success
of our cities.

I would like to close with a quote from a local official:

“A key priority of this Administration is stimulating the domestic economy by cre-
ating jobs and expanding home ownership. One of the best tools that mayors of cit-
ies across America use to achieve these and other important goals is the Community
Development Block Grant program,”

“At a time when city budgets are severely challenged and have significant commu-
nity and economic development needs, this cut and realignment will have a dev-
astating impact on local governments’ ability to provide resources to those commu-
nities and neighborhoods most in need.”

This quote eloquently captures the vital nature of CDBG programs in our cities.
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Mr. Chairman, this quote did not come from a Democratic Colleague or anyone
here in Washington. It is from The Mayor of Long Beach, California, and Vice -Presi-
dent of the U.S. Conference of Mayors, Beverly O’Neill—a local leader who will feel
the effects of these cuts.

Mr. Chairman, Community Development Block Grants work and they are effi-
cient. They are supported across the board by local community leaders regardless
of party affiliation.

I strongly urge that CDBG funding be kept at the current level and that it be
kept as a separate and distinct program.

I thank the Committee for its time.

Mr. LUNGREN. Thank you for the testimony of both of you. I don’t
know how timely it could have been, Congresswoman Sanchez, but
Beverly O’'Neill is an old friend of the family. My dad was a doctor
of her family for years and years. I don’t know if you knew that
and put that in at the very end to get me, but you got me.

Ms. WATSON. I just want you to know, Mr. Chairman, she bears
my family, my mother’s maiden name, too, O’'Neill, so I feel like
she is in the family as well.

Mr. LUNGREN. I know it is late, and I know people want to get
moving, but just let me ask the two of you one simple question.
That is we are charged with the responsibilities of trying to bring
down this deficit, trying to bring some restraint in government, try-
ing to give the appropriating and authorizing committees as much
flexibility as possible without telling them exactly what to do, but
without telling them what targets to hit. If, in fact, we would not
do what the President wants to do with CDBG grants, where would
you suggest we look for that money in the area of HUD?

Ms. WATSON. What I would suggest is that you don’t look here.
I have participated in a press conference with my mayor, Jimmy
Hahn, I think you know Jimmy, and with agency directors and the
people who receive services from those agencies. We have been able
to improve in really a minor way the conditions of life in our city
by removing some homeless, by putting up affordable housing.

I have been working with the city leadership on the Marlton
project for over 20 years now. I have worked with the former, now
deceased, Mayor Tom Bradley. We got our first project done.

There are two projects back to back, and this is the second one.
The proprietors of the shops in that area had been waiting years
and years and years to move out and to move on so we can do 240
units of affordable housing and upscale and up-end shops to be able
to bring the revenues and cycle them through that community.

So, you know, it is a matter of whose ox is being gored. I would
not want to say cut this program, but save ours, but what I wanted
to do is look at the programs that are really effective in terms of
the needs of our urban cities and then look at other programs that
are distant, removed and consider those, because ours certainly has
been effective in Los Angeles.

Thank you, Mr. Chairman.

Ms. SANCHEZ. If T might respond briefly. I am mindful that Con-
gress has a very big task in trying to set a path of fiscal responsi-
bility and to try to spend moneys wisely, and I don’t pretend to be
an expert. That is what this committee is charged with doing. I do
want to say that. But a huge cut, like the cuts that are anticipated
as a third of the funding of CDBG, would be extraordinarily severe
for a project that has so much benefit to local communities and has
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the type of flexibility that cities rely on to try to improve quality
of life in each of the local communities.

So although I can’t say specifically where the money might come
from, I would advocate that perhaps if there are cuts that need to
be made, you look at making them in smaller increments across
the board in many different programs rather than gutting one of,
again, the most successful programs that cities have for serving
their local communities.

Mr. LUNGREN. I appreciate your comments. This goes back to
what Alan Greenspan said yesterday. He said he didn’t want to be
in our shoes, because he knew that we had to make decisions
among values; that all of these programs are valuable. I am one
who believes that you can’t get to where we want to go merely by
getting rid of waste, fraud and abuse, because, frankly, we prob-
ably have to figure out which are more valuable given the fact that
probably all of them have value.

So I appreciate your representation of support for these par-
ticular programs.

Mr. Spratt.

Mr. SPRATT. Let me simply say that we will do everything we
possibly can to answer your concerns in the Democratic budget res-
olution. I am a firm believer in the CDBG in my district, which is
mainly small towns and rural areas. This has been a very, very,
very effective Federal program. It stood the test of time. While the
other grants made were going, the CDBG has lasted simply be-
cause people can point to demonstrable results of the program, and
I hope we can save it intact and fully funded.

Mr. LUNGREN. Thank you very much, Ms. Watson and Ms.
Sanchez.

Now Congressman Bishop is recognized for 10 minutes.

STATEMENT OF THE HON. TIMOTHY H. BISHOP, A REPRESENT-
ATIVE IN CONGRESS FROM THE STATE OF NEW YORK

Mr. BisHOP OF NEW YORK. Thank you, Mr. Chairman. I want to
thank you and Ranking Member Spratt for this opportunity to tes-
tify on the upcoming fiscal year 2006 budget. In my view, the
President’s recent spending requests do not accurately balance
America’s priorities, and I intend to touch on some of the more
problematic areas in the budget. I will also convey some of the spe-
cific concerns that my constituents on Long Island have with the
proposed budget.

The administration’s proposal forces working families, in my
view, to pay for short-sighted spending choices at the Federal level
in the form of a reduced return on their tax dollars for government
services, combined with higher State and local taxes. The Presi-
dent’s budget for fiscal year 2006 contains drastic cuts which he
says are necessary to cut the deficit in half in 5 years.

There are several things wrong with this claim, not the least of
which that it simply isn’t true. The administration’s 5-year budget
projections omit such significant costs as the continuing presence
of our troops in Iraq and Afghanistan, the enormous cost of
privatizing Social Security as the President proposes, and no cor-
responding growth in interest costs, even though these activities
would be funded entirely by additional borrowing.
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As a former college administrator, and as a member of the House
Committee on Education and the Workforce, I am keenly sensitive
to the needs of our students. The President’s budget reduces overall
education funding by nearly 1 percent below last year’s level, which
is a more pronounced decline when compared to current authorized
levels. In addition, the administration’s proposal cuts the overall
education budget for the first time in more than a decade and pro-
poses to eliminate funding for 48 programs such as vocational edu-
cation, teacher quality and training, TRIO and the Safe and Drug-
Free Schools Program.

I want to just focus on one part of the President’s budget that
I find particularly troubling. The budget does a disservice to both
colleges and college students by calling for the recall of the Federal
share of institutions involving loan funds for Perkins loans. These
funds are made up of Federal capital contribution, institutional
matches and repaid Perkins loans and up until now have been used
to make new loans to students from low- and middle-income fami-
lies.

In 2004, colleges made over $1.2 billion in these types of loans.
They averaged $1,875; went to 673,000 needy college students. The
recall of the Federal share of Perkins loans will amount to a recall
of more than $7 billion over 10 years, with $6 billion of the amount
collected going toward deficit reduction, not to the current practice
of investing that money back into Federal financial aid.

The President’s tax cuts and deficit spending have pushed us
over the precipice of fiscal balance into a budget climate that sup-
ports cutting back aid for disadvantaged students to pay for mis-
placed priorities and tax cuts for people whose children will never
need a Perkins loan.

The President’s proposal specifically targets my district on Long
Island by nearly eliminating funding for programs that directly
benefit the people I represent.

My district includes over 300 miles of shoreline, and the local
economies of Long Island depend on a clean, a hospitable ocean en-
vironment and welcoming local waterways to spur tourism
throughout the region.

The integral relationship between coastal health and local econo-
mies appears to have been overlooked during consideration of many
agency budget proposals. The administration consistently supports
the idea of regional partnerships between the EPA and local gov-
ernments, but even as Federal officials are discussing those efforts
the President’s budget tells a different story.

Regional programs designed to serve local areas are eviscerated
under the 2006 budget. The Long Island Sound study, for example,
which last year received nearly $7 million, is an entirely regional
program designed to clean up a long neglected body of water bor-
dering both New York and Connecticut. Under the current budget,
if enacted as is, the worthwhile regional program would be gutted
and only receive $477,000, a 94 percent cut.

Similarly, the Fire Island to Montauk Point study will allow the
Army Corps of Engineers to complete a multiple decade study of 83
miles of coastline in my district, allowing for a comprehensive plan
to alleviate environmental concerns and guarantee the safe passage
of commercial and recreational fisherman.
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Long Islanders are eagerly anticipating the economic and quality
of life benefits to finish this study, and the President proposes no
funding for its completion. There seems to be no conceivable reason
to eliminate funding for a 20-year project that is only a year and
a half from completion, particularly when completion will only cost
$1.7 million.

As we continue our military conflict overseas, we are experi-
encing an increasing number of returning soldiers who are maimed
or incapacitated as a result of injuries sustained in battle. Even as
our current troops are in harm’s way, the proposed budget contains
egregious cuts and taxes for the men and women who came before
the currently returning troops.

These members of the greatest generation now rely on a health
care system that is under attack by misguided budgeting. As was
the case in previous years, the President submitted a budget call-
ing for a $250 veterans health care tax and an increase in prescrip-
tion copayments of more than 100 percent.

Congress rightfully rejected those proposals over the last few
years, and I am hopeful that this will again be the case. But there
1s now a new attack on the health of our older veterans. Many pro-
viders of long-term care for veterans, most notably State veterans
homes, are faced with the sobering prospect that their ability to
provide care for deserving vets will plummet by over 60 percent
from the current year, forcing veterans already in State veterans
homes to find other options.

This is not a way to treat Americas heroes, and our veterans de-
serve the care that they have earned. Let’s just reflect on this. We
give millionaires 6-figure tax breaks and we take away nursing
home care for World War II veterans. I do not see any how reason-
able person can justify that.

I urge this committee to take a hard look at the issues I have
raised and to work to address the country’s need for a sound fiscal
policy and the tendency to abandon positive programs benefiting
both the Nation and Long Island.

I thank the Chairman and I thank Ranking Member Spratt, and
I look forward to working with you as these issues move forward.
Thank you.

[The prepared statement of Timothy Bishop follows:]

PREPARED STATEMENT OF HON. TOMOTHY H. BISHOP, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF NEW YORK

I want to thank Chairman Nussle, Ranking Member Spratt and all of the mem-
bers of the Budget Committee for allowing me the opportunity to testify on the up-
coming fiscal year 2006 budget. During this time of conflict in the world it is imper-
ative to support America’s operations overseas, while making domestic spending
choices that enhance the greater good.

In my view, the President’s recent spending requests do not accurately balance
America’s priorities, and I intend to touch on some of the more problematic pro-
posals in the budget. I also will convey some of the specific concerns that my con-
stituents on Long Island have with the proposed budget.

The administration’s proposal forces working families to pay for shortsighted
spending choices at the Federal level in the form of a reduced return on their tax
dollars for government services, combined with higher state and local taxes.

The President’s budget for fiscal year 2006 contains drastic cuts, which he justi-
fies as necessary to cut the deficit in half in 5 years. There are several things wrong
with this claim, not the least of which is that it is simply not true. The administra-
tion’s 5-year budget projections omit such significant costs as the continuing pres-
ence of our troops in Iraq, the enormous costs of privatizing Social Security as the
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president proposes, and no growth in interest costs, even though these activities, as
well as a great many others, would be funded entirely by additional borrowing.

As a former college administrator, and a Member of the House Committee on
Education and the Workforce, I am keenly sensitive to the needs of our students.
The President’s budget reduces overall education funding by nearly 1 percent below
last year’s level, which is a more pronounced decline when compared to current au-
thorized levels. In addition, the Administration’s proposal cuts the overall education
budget for the first time in more than a decade and proposes to eliminate funding
for 48 programs such as vocational education, teacher quality and training, TRIO
and the Safe and Drug Free Schools program.

The President’s budget does a disservice to both schools and students by calling
for the recall of the Federal share of institutions’ revolving loan funds for Perkins
loans. The funds, which are made up of Federal capital contributions, institutional
matches, and repaid Perkins loans, are used to make new loans to students from
low and middle-income families.

In 2004, colleges made $1.263 billion in loans, which averaged $1,875 to 673,000
borrowers through the Perkins program. The recall of the Federal share of Perkins
loans will amount to more than $7 billion over 10 years, with $6 billion of the
amount collected going toward deficit reduction, not to the current practice of invest-
ing that money back into Federal financial aid. The President’s tax cuts and deficit
spending have pushed us over the precipice of fiscal balance into a budget climate
that supports cutting back aid for disadvantaged students to pay for misplaced pri-
irities and tax cuts for the wealthy; people whose children will never need a Perkins

oan.

The President’s proposal specifically targets my district on Long Island by nearly
eliminating funding for programs that directly benefit the people I represent. There
are over 300 miles of shoreline in my district and the local economies on Long Is-
land depend on a clean, hospitable ocean environment, and welcoming local water-
ways to spur tourism throughout the region. The integral relationship between
coastal health and local economies appears to have been overlooked during consider-
ation of many agency budget proposals.

The Administration consistently supports the idea of regional partnerships be-
tween the EPA and local governments, and as Federal officials are discussing these
efforts, the President’s budget tells a different story. Overtly regional programs, de-
signed to serve local areas, are eviscerated under the fiscal year 2006 budget pro-
posal. The Long Island Sound Study, which received nearly $7 million last year, is
an entirely regional program designed to clean up a long neglected body of water
bordering New York and Connecticut. If the current budget were enacted as drafted,
this worthwhile regional program would be gutted and only receive $477,000.

The Fire Island to Montauk Point Study will allow the Army Corps of Engineers
to complete a multiple decade study of 83 miles of coastline in my district, allowing
for a comprehensive plan to alleviate environmental concerns and guarantee the
safe passage of commercial and recreational fisherman. Long Islanders are eagerly
anticipating the economic and quality of life benefits to finish this study, and the
President proposed no funding for its completion. There seems to be no conceivable
reason to eliminate funding for a 20-year project that is only a year and a half from
completion, particularly when completion will only cost $1.7 million.

As we continue our military conflicts overseas, we are experiencing an increasing
number of returning soldiers who are maimed or incapacitated as a result of injuries
sustained in battle. Even as our current troops are in harm’s way, The proposed
budget contains egregious cuts and taxes for the men and women who came before
the current returning troops. These members of the greatest generation now rely on
a health care system that is under attack by misguided budgeting.

As was the case in previous years, the President submitted a budget calling for
a $250 veterans’ health care tax and an increase in prescription co-payments of
more than 100 percent. Congress rightfully rejected these proposals over the last
few years and I am hopeful that this will again be the case. There is now a new
attack on the health of our older veterans. Many providers of long-term care for vet-
erans, most notably state veterans’ homes, are faced with the sobering prospect that
their ability to provide care for deserving vets will plummet by over 60 percent from
the current year, forcing veterans already in state veterans’ homes to find other op-
tions. This is not the way to treat America’s heroes, there is no expiration date for
valor, and our veterans deserve the care they have earned. Let’s reflect on this: we
give millionaires six figure tax breaks and we take away nursing home care from
World War II veterans. No reasonable person could justify this.

I urge this committee to take a hard look at the issues I have raised, and work
to address the country’s need for sound fiscal policy and the tendency to abandon
positive programs benefiting Long Island and the nation. Thank you Mr. Chairman
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and Ranking Member Spratt, I look forward to working with you on these issues
as we move forward.

Mr. LUNGREN [presiding]. Thank you, Congressman Bishop.
Something you said intrigued me to ask a question which is on my
mind. I think it is directed toward the comments you made, and
that is your discussion on education funds.

And it is my observation that no matter what the Federal Gov-
ernment does by way of support for higher education, whether it
is grants, whether it is loans, et cetera, there is an inexorable rise
in tuition charged by institutions, both private and public, that far
exceeds anything else perhaps except medical costs, and I have al-
ways been at a loss to figure out why that is the case. Frankly, it
doesn’t matter, it appears to me, in the budget whether we add
more money or don’t add more money, the colleges just seem to
charge more and more and more for both private and public insti-
tutions.

I just wonder if you could give me a little——

Mr. BisHoOP OF NEW YORK. I can give some—at least my own in-
sight on that. I was a senior administrator of a college, and I was
in fact responsible for maintaining and developing the institutional
budget where I was for about 20 years, and I would make a couple
of comments. One, increases in tuition at State supported schools
are largely the result of reduced State appropriations to subvent
the cost of the students who are at those schools. At private
schools, the increases roughly have been about double the Con-
sumer Price Index dating back to the early 1980s, but they have
pretty much tracked something called the HEPI, the Higher Edu-
cation Price Index, which is a market basket of costs that are driv-
en largely by wage costs, by fringe benefit costs. About 60 percent
to 70 percent of total expenses at a private college are in salary
and fringe.

The other costs that colleges encounter that rise at a rate more
rapid than the Consumer Price Index are keeping pace with in-
structional technology, keeping pace with library resources. And
then for private colleges, a huge area of growth is essentially dis-
counted tuition. Colleges, particularly unendowed colleges, take in
tuition and then give it back in the form of unfunded student aid,
the consequence of which is that student prices go up.

Mr. LUNGREN. Does it have anything to do with lower classloads
with faculty? I have at least observed that both at private institu-
tions and public institutions, other than our community colleges,
where I see faculty maintaining rather heavy classloads.

Mr. BisHOP OF NEW YORK. Yes. An issue, particularly for the
more research-oriented institutions, is lower teaching loads for the
faculty, which is generally covered by adjunct instruction as op-
posed to the hiring of more full-time faculty.

I think most, again most underendowed or unendowed private
colleges are at a 12-hour load, most community colleges are at a
12- or 15-hour load, although the heavily endowed research ori-
ented institutions some have faculty teaching loads as low as 6
hours.

Mr. LUNGREN. Thank you very much. Mr. Spratt.

Mr. SPRATT. Mr. Bishop, Mr. Lungren and I both served here
with Carl Perkins, and in my State in particular technical edu-
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cation has been a huge success. It has been the underpinning for
the industrial development that we have been able to achieve in
South Carolina as we move from an agrarian State to an industrial
State, and the Perkins loans have been an integral part of financ-
ing all of that.

And for that little bit of money and the great good it does, I sim-
ply cannot see requiring the repayment of the Perkins fund loans.
It is going to leave these schools with nowhere to turn, at least in
the short term.

Mr. BisHOP OF NEW YORK. And the thing that I find so frus-
trating is I applaud the President’s effort to increase or proposal
to increase the Pell Grant maximum by $100 a year for 5 years so
it will go up by $500. But it is completely offset by taking away
Perkins loan funds, which averaged $1,800 per student. We are giv-
ing with one hand and taking away rather heavily with the other.

Mr. SPRATT. Thanks for your testimony. It is clear that you know
of what you speak.

Mr. LUNGREN. Thank you very much.

Mr. BisHOP OF NEW YORK. Thank you.

Mr. LUNGREN. Now, we have Congresswoman Barbara Lee, who
is here for her 10 minutes of presentation. Thank you.

STATEMENT OF THE HON. BARBARA LEE, A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF CALIFORNIA

Ms. LEE. Thank you, Mr. Chairman. Good to see you. Thank you,
Ranking Member Spratt, for this opportunity to take the time to
listen and hopefully incorporate some of these ideas into your budg-
et deliberations.

How the President chooses priorities for his budget each year
really does define, our commitment as a Nation to what our prior-
ities are, and I believe unfortunately that this budget falls way
short of what our commitment should be. Especially in a time of
war, everyone agrees, myself included, that spending on national
security and defense is a priority. Yet the President’s fiscal 2006
budget in terms of homeland security, for example, is cut by about
18.1 percent. So as a Member representing one of the largest ports
in the country it is clear to me that, our national security priority
funding list should include at the top a significant increase, not a
decrease in port security funding.

However, the President’s budget also eliminates the Department
of Homeland Security’s Port Security Grant Program by combining
it with other transportation security programs. This move I believe
unwisely sets up a competition between different types of transpor-
tation security priorities from really the same pool of funds.

And at the same time that we discuss national security, we must
also include the importance of economic security for all Americans.
If our country is to be secure from within, our citizens must not
feel vulnerable, should feel secure, should be strong within our own
America, and unfortunately, I believe that the President’s budget
underfunds critical programs that ensure this economic security for
all Americans in terms of their access to affordable health, housing,
education, and other vital types of programs and issues and serv-
ices.



142

I serve on the Housing and Community Opportunity Sub-
committee of the Financial Services Committee, and we heard the
budget presentation this week by the Secretary.

Consider the fact that in this budget, for example, the Commu-
nity Development Block Grant program is really eliminated. Even
though it is transferred into Commerce it is for the most part gone.
This program provides formula grants and other financial assist-
ance toward improving housing and economic conditions in low and
moderate income neighborhoods. In 2005 this represents crucial
funding of about $4.6 billion. The President’s budget slashes by
nearly, I think it is about 10 percent, $250 million funds for our
local public housing authorities, for capital repairs, improvements
for housing stock. Housing for the disabled, I was really quite
shocked to see that has been cut by 50 percent from 2005 levels.
The brownfields redevelopment programs which provide incentives
for hazardous site cleanup and redevelopment; that is eliminated.

I asked the Secretary during our hearing, what about the dis-
abled? What about senior citizens? What about children who will
be affected now because the lead grant programs have been cut?
Children will get sick as a result of this. And the Secretary re-
sponded there just wasn’t enough money and he had to prioritize
the budget he had.

And, of course, I was concerned because it didn’t appear, and I
asked him if he fought for additional resources. And his response
was he had to prioritize within the deck he was dealt, in essence.

The President’s budget also does not go far enough in funding
HIV/AIDS programs, and we all know that the President in his
State of the Union speech mentioned the glaring escalation in HIV/
AIDS rates in the African American community, especially with Af-
rican American woman.

The Ryan White Care Act is underfunded by $500 million, and
this is just what it takes to keep people off the waiting list for life-
saving drugs, in terms of just the money that we would need just
to do that, and that does not even deal with prevention and edu-
cation. So we need $500 million just to get people off of the waiting
list.

The Minority Aids Initiative has been flat funded yet again, no
additional resources. Yet the problem is getting greater. Essentially
this is a cut, as each year more and more people are infected, and
again people of color, African Americans primarily.

The President’s budget even cuts funding, and again this goes
under the HUD budget, but the funding for people living with
AIDS. It is called HOPWA. That is cut this year by about 5 per-
cent. Again, the Secretary said that it is about priorities. Cuts like
those to HOPWA really punish people, by making them choose be-
tween their health care needs and their housing needs.

And, sadly, I think this overall budget is filled with similarly un-
fair examples. And still the standard response to anyone who ques-
tions the administration’s priorities is that there are not enough
funds. As Secretary Alphonso Jackson said, there are just not funds
to ensure this economic security for all Americans.

But I beg to differ. We can ensure that components of our na-
tional security, including economic security, are fully funded if we
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rein in the billions of dollars in waste, fraud and abuse at the De-
fense Department.

In fact, and I reference this January 2005 GAO report. It notes,
and let me quote from that report. It said the lack of adequate
transparency and accountability across DOD major business areas
results in billions of dollars of wasted resources annually.

The reports of waste, fraud and abuse at DOD are staggering.
Consider these two examples, for example. In 2003, GAO uncovered
that the Army lost track of 56 planes, 32 tanks, 36 Javelin missile
command launch units. This represents more than $1 trillion in
taxpayer money.

In 2002, the GAO documented that the DOD database system for
tracking billing and financial operations is so duplicative across the
Department that it wastes about $18 billion annually. The Presi-
dent could help reach the funding goals of nearly all of our essen-
tial national and economic security programs if only he began by
eliminating unnecessary waste and fraud in programs at DOD.

The Center For Defense Information estimates that the Presi-
dent’s budget could free up $41 billion by defunding cold war era
weapons systems like Missile Defense Initiative and the B—2 bomb-
er.
Mr. Chairman, Ranking Member, the President’s budget I believe
erodes our economic security, it weakens our communities, and it
leaves our infrastructure crumbling. The President’s support of out-
dated weapons systems and wasteful defense programs relegates
economic security priorities really to the back burner, and it should
not be.

So I urge you to take into account these economic security con-
cerns as you work to develop a Congressional budget resolution. I
look forward to assisting you with this task, and I thank you for
your time.

[The prepared statement of Barbara Lee follows:]

PREPARED STATEMENT OF HON. BARBARA LEE, A REPRESENTATIVE IN CONGRESS
FROM THE STATE OF CALIFORNIA

Chairman Nussle and Ranking Member Spratt, thank you for taking the time to
listen, and hopefully incorporate some of these ideas into your budget deliberations.

How the President chooses priorities for his budget each year defines our commit-
ment as a nation to the issues. Unfortunately, the President’s FY06 budget falls
short.

Especially at a time of war, everyone agrees that spending on national security
and defense is a priority. Yet, the President’s fiscal year 2006 (FY06) Department
of Homeland Security budget is cut by 18.1 percent.

As a Member representing one of the largest ports in the country, it is clear to
me that topping our national security priority list must be significant increases in
port security funding. However, the President’s budget eliminates the Department
of Homeland Security’s Port Security Grant Program by combining it with other
transportation security programs. This move unwisely sets up a competition be-
‘Ewegn different types of transportation security priorities from the same pool of
unds.

At the same time, any discussion of national security for all Americans must in-
clude the important component of economic security for all Americans. Unfortu-
nately, the President’s budget underfunds critical programs that ensure all Ameri-
cans have access to affordable housing, health care, education, and other vital serv-
ices.

Consider the fact that the President’s budget eliminates the Community Develop-
ment Block Grant (CSBG) program. This program provides formula grants and
other financial assistance toward improving housing and economic conditions in low-
and moderate-income neighborhoods. In 2005, this represents crucial funding of $4.6
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billion. The President’s budget slashes by nearly 10 percent (or $252 million) funds
for local public housing authorities for capital repairs and improvements for housing
stock. Housing for the disabled is cut by 50 percent from the 2005 levels. The
Brownfields Redevelopment programs, which provide incentives for hazardous site
clean-up and redevelopment is eliminated.

The President’s budget also does not go far enough in funding important HIV/
AIDS programs. The Ryan White CARE Act is underfunded by %500 million; and
this just represents how much it would take to keep people off the waiting list for
live-saving drugs. The Minority AIDS initiative has been flat funded yet again. Es-
sentially, this is a cut as each year more people of color are infected. The President’s
budget even cuts funding for Housing for People with AIDS (HOPWA) by 5 percent.
Mr. Chairman, cuts like those to HOPWA punish people by making them choose be-
tweeln their health and housing. Sadly, this budget is filled with similarly unfair ex-
amples.

Still, the standard response to anyone who questions the administration’s prior-
ities is that there are not enough funds to ensure economic security for all Ameri-
cans.

Mr. Chairman, I beg to differ. We can help ensure that components of our na-
tional security, including economic security, are fully funded if we rein in the bil-
lions of dollars in waste, fraud, abuse at the Department of Defense (DoD).

In fact, a January 2005 U.S. General Accounting Office (GAO) report notes that
’the lack of adequate transparency and acoountability across DoD’s major business
areas results in billions of dollars of wasted resources annually.”

The reports of waste, fraud, and abuse at the DoD are staggering. Consider these
two examples:

1. In 2003, the GAO uncovered that the Army lost track of 56 planes, 32 tanks,
and 36 Javelin missile command launch units. This represents more than $1 trillion
in taxpayer money.

2. In 2002, the GAO documented that the DoD database system for tracking bill-
ing and financial operations is so duplicative across the Department, it wastes the
DoD $18 billion annually.

The President could help reach the funding goals of nearly all the essential na-
tional and economic security programs if only he began by eliminating unnecessary
programs at DoD. The Center for Defense Information estimates that the Presi-
dent’s budget could free up nearly $41 billion by defunding Cold War era weapons
systems like missile defense initiatives and the B-2 bomber.

Mr. Chairman, the President’s budget erodes our economic security, weakens our
communities, and leaves our infrastructure crumbling. The President’s support of
outdated weapons systems and wasteful defense programs relegates economic secu-
rity priorities to the back burner.

I urge you, Mr. Chairman, to take into account economic security concerns as you
work to develop a congressional budget resolution. I look forward to assisting you
with this task. Thank you for your time.

Mr. LUNGREN. Thank you, Congresswoman Lee. I have asked
some others that in the categories where they have suggested we
should not cut, tell us where they would cut instead. And I take
it from your comments that instead of, for instance, finding cuts to
offset the ones suggested by the administration in HUD for the
CDBG program, you would suggest that we actually can achieve
savings in waste, fraud and abuse in the Department of Defense
and take care of the cuts that you object to in the other depart-
ments. Is that correct?

Ms. LEE. That is exactly it, Mr. Chairman, and I think we would
be better for it as a country, and I would think we could achieve
some bipartisan support for it. I don’t think the American people
want to see their tax dollars being wasted, and that is what is
going on. I think they would rather see real economic and national
security efforts being paid for.

Mr. LUNGREN. But you would also include Missile Defense Initia-
tive and B—2 bomber in that category, correct?

Ms. LEE. I would definitely include B—2 bomber. I personally,
there is a lot of debate about the effectiveness of missile defense,
but I certainly would include missile defense in that category. But
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even if you do not include missile defense, there is still billions of
dollars in the waste, fraud, and abuse.

Mr. LUNGREN. Mr. Spratt.

Mr. SPRATT. Thank you for your testimony. I can assure you we
will take your concerns into account when we put together the
Democratic budget resolution.

Mr. LUNGREN. Thank you, Congresswoman Lee. And you being
the last member I see in attendance, the hearing is now adjourned.

[Whereupon, at 6:50 p.m., the committee was adjourned.]
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